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r FAIENLS 


WHEREAS, National Radio Company, Inc., a Massachusetts corporation having 
its principal office at 111 Washington Street, Melrose, Massachusetts has 
obtained, used and is using certain patents which are registered with the 
United States Patent Office, and bear the registration numbers and dates on 
the list hereto attached, and 


~ 
& 


WHEREAS, Frequency Electronics, Inc., a Delaware corporation having its 
office at 3 Delaware Drive, New Hyde Parl, New York, is desirous of acquiring 
Said patents and the inventions claimed therein together with the know-how 
associated therewith, 


,* 
NOW THEREFORE, for good and valuable consideration, receipt of which is 
hereby acknowledged, said National Radio Company, Inc. hereby assigns to said 
Frequency Electronics, Inc. all right, title and interest in and to the patents 
and inventions claimed therein together with the know-how associated therewith, 


Said patents bearing the following registration numbers and dates (as registered 
in the United States Patent Office): 


See List of Patents attached hereto 
and incorporated herein by reference. 


Notice is hereby given that the said patents assigned hereunder are subject 


to a security interest in favor of said National Radio Company, Inc. under the 
Uniform Conmercial Code. 


IN WITNESS WHEREOF, National Radio Company, Inc. hereto sets its hand and 


seal this ://7 day of January, 1969. 


NATIONAL RADIO COMPANY, INC. 


by eu, a ra car wey 


ret ) 
On this </ ot day of January, 1969, before me personally came Any een: 
_to me known, who being by me duly sworn, did depose and say that he is the 
Ne, aves Vir-fvecid-nt of National Radio Company, Inc., the company des- 
cribed as the assignor in the foregoing assignment; that as such ne executed 
Said assignment for and on behalf of said company and that he was duly auth- 
orized so to do. 


Commonwealth of Massachusetts) 


Middlesex County ia 


~ fi = a oF. ; v4) 
: EE A Ne 
Notary Public |. 
My commission expfres June 21, 1969. 


2 


‘ 


2,883,540 


2,960,663 


2,972,115 


2,972,690 
2,991, 389 


2,994,836 


3,005,121 


3,021,491 


3,034,078 


3,042,878 


3,058,023 


3,060,384 


3,060, 385 


3,076,942 


3,080,519 


3,088 ,078 


3,258,713 


3,305,290 


3,323,633 


4e4ba © 
eet an a 
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Generating System 


Frequency Control 
Apparatus 


Molecular Beam 
Apparetus 


Ion Pump and Gauge 
Cesium Ovens 


Molecular Beam 
Apparatus 


Beam Intensity 
Control System 


Frequency Control 
Apparatus for an 
Atomic Beam Tube 


Temperature Compen- 
sated Microwave 
Cavity 


Frequency Control 
Apparatus for an 
Atomic Beam Tube 


Molecular Beam 
Source 


Molecular Beam Fre- 
quency Standard In- 
corporating Control 
Of Scatic Field 


Carbon-Monoxide 
Frequency Standard 


Molecular Beam 
Frequency Standard 


Nuclear Maser 


Frequency Control 
Apparatus for an 
Atomic Beam Tube 


Cesium Beam Tube 
with Niobium 
Ionizer 


“Molecular Beam 


Cesium Getter 


Molecular Beam 


4HivVentor 
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E. F. Grant 


W. A. Mainberger 


Je R. Zacharias 
al 


O. McCoubrey 


F. Grant et al 


H. Holloway 


George 


Orenberg 


O. McCoubrey 


Orenberg 


George 


OQ. McCoubrey 


Lipps, Jr. 


Holloway 


McCoubrey 
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Nov. 15, 
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Feb. 
July 
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Feb. 


Feb. 


March 


April 
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‘tas 


How all YHen by these presents 


that National Radio Company, Inc. ("NRCI"), a Massachusetts corporat! >» 
Melrose, Massachusetts, 
in consideration of One Dollar and other good and Valuable consi 


paid by Frequency Electronics, Inc ("FEI" i 
Park, New York, 


» of 


deration 


a Delaware Corporation, of New Hyde 


ethe receipt whereof is hereby 


do hereby Srant, sell, transfer, 
FE.) as is, F.0.B., Melrose, Massachusetts 


acknowledged, and deliver unto the said 


the following goods and chattels, namely ; 


See list attached as Exhibit A 


au Le emcee eaten 


To have and to hold all and singular the said g00ds and chattels to the said FEI 


and {ts 


executors, administrators, and assigns to their own use and behoof forever. 


And NRCI hereby covenant with the 


grantee that 1t is 
goods and 


the lawful owner of the said 
chattels; that they are free from all encumbrances, 


that it does 


have good right to sell the same as aforesaid: sand 
the same aynins 


that 
st the Lawful claims and deman 


will warrant and defen! 
Is of ali Persons, 


In Witness whereof the said NRCI 


hereunto sct its hand and seal this ——. 3/ Oy Tc nee aa 


January in the year one thousand nine hundred and sixty-nine, 


Signed and se aled in Presence of 


ee oh DAs fiz We : 


~ 


a 


ev 


oT a —— RADIO COMPANY, ind, 


ay fle i / ‘a Ue abt 
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A} aa her, {7 fc Foil ay val he Hato aul |b. biol any, Ine. loka sai yee Te Tro nics be 


INVENTORY OF COMPONENTS, BOUIPNENTS, RAW MATE] LAL AND 


DOCUMENTATION RELATED VO ALOMULCHRON 7 <,’ 


ITEM QUAN. DESCRIPTION 


i NC 3501 Atomichrons 


2 8 NC 6201-G3 B.T. complete 


w 
ND 
Z 
Q 
be 
wn 
>) 
oO 
> 
= 
rt 
aa) 
if 
oa 
A 
ar 
JI 


UNCLE pa te) 


k= 
to 
= 
Q 


160] Atomichron carcasses 
5 1 NC 1501 Atomichron carcass 

6 3 NC 1001 N.T. complete 

' 2 NC 2001 B.T. complete 

8. 1 NC 1601 B.T. complete 


9 6 NC 2001 Atomi cision carcasses 


we 
WW 
ee 


GEC (NC 3701) Engineering model Atomichron 

14 20 NC 3701 Atomichrons (unassembled) 

a5 1 Engineering mode] F.M. test set 

16 > NC 1001 B.T. envelopes 

a7 3 NC 2001 B.T. envelopes 

18 5 ‘NC £001 B.7. envelopes 

29 4 NC 1001 Atomichron carcasses 

z20 j 2 NC 6201 Alianment jids 

21 2 NC 6201 B.T. waveguide brazing jigs 

22 6 NC 6201 B.T. envolopes 

23 a P.E.M. Life test beam tube with nower supply 
i S Engineering pump stands fincomnlete) 


25 si. Preproduction tyoe P.B.M, But. 2963 17” 
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wer 
26 
27. 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 


4] 


42 
43 
44 
45 
46 
47 
48 
49 

50 
51 
52 
53 


QUAN. 


Z 


] 


DSCHIPELON 

id” Single cavity b.v. 1960 
A.8.D. Prototype 1962 
P.E.M. Prototype 1962 
Missle born prototype 
Single cavity economy 17" 1959 
Phase-lock Klystron waveguide test jig 

_: 
LFE Model 814 ultra-stable microwave oscillator 
Waveguide measuring set (compl. with Jigs, stubs, ec. 


Impulse Magnetizer #7-59 (NRC1 built) 


Vacuum molding processing stand 


Leeds & Northrop potentiometer #8691 


Welch vacuum fore-pumps 
Bake~out ovens (complete with controls & pump stands) 


Hydrogen purifiers 


Combustible gas alarm, type EX-S 


Controlled atmosphere radiation brazing stands 
(comolete with power suoply) 


CVe leak detectors (with repair kits) 

B.T. test power supplies (NRCI built) 
Flectron multiplier high voltage supplies 
Varian Vac-Ion oump supplies 

Phase lock Kiystron R.F. Souree (NRCI built) 
IMC to 100MC multiplier test jig (NRCI built) 
imc to LOOMC multiplier chassis (NRCI built) 
Plating hants 

Selectron electroplating power supoly 
Bantom Demineralizer 

Boekel hot box 


Dynalabs gaussmeter model D79 


Re 


DESCRIPTION 


Cryogenic refrigerators 


Flectron multiplier vacuun processing assembly 
(complete NRCI built) 


Rawson rotating coil gaussmeter 
Electron m Eipline vacuum test stand 
CeField supplies (NRCE built) 
C-Field degausser (NRCI built) 

ex 3 Surface plate on stand 

24” helioght cange 

12” Thelone gauge 

Black-Hawk pump with pinch-off tool 
Vapor degreaser 

Keithley Electrometers 

o.W.E. R=] Voltmeters 

S.W.E. B-2 voltmeters 


Parzen comparator 


T¥acor V.L.F. receiver with antenna : 


Universal B.T. vacuum apparatus complete with pump & 
controls 


Lepel induction brazing machine (complete with jigs) 


Electric furnace for hydrogen (compl. with controls an: 
atmospnheric control) 


Optical apvvaratus includina monochrometer, lenses, 
Prisms, etc. 


Flectron multivlier spotwelder complete with electrode. 
& power supnly 

Helios welder cerplete. wth electrodes 

lali avo iol aT Tolaton i. “Awith el 

Keliarc welder conplete\yith elect 


Raw materials used in Atomichron program research; 
development and production, includina all metals and 
unfinished parts, chemicals, and plastics. 


Finished and/or spare parts and comnonents for beam 
tubes and electronics. 
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DFSCRIPTION 


Test and welding jias, coil winders, various waveguide 
parts used in research, developinent and/or production. 


NC 1001/1001A manuals 
NC 1201 Manuals 
NC 1501/NC1511 Manuals 


NC]601 Manuals 


MC 1601M Manuals 


NC 2001/NC2011 Manuals 

NC 350] Manuals 

Blueprints, original drawings, and sketches related 
to Atomichron proaram 

Physics and.chemistry books and macazines, and other 


library references related to the Atomichron program 


Atomichron technical files and memorandums 


April 9, 1970 
ASSIGNMENT 


For Value Received, National Radio Company, Inc., a Massachusetts 
Corporation (''NRCI"') hereby assigns to Louis C. Lerner all its right, title 
and interest in and to a certain non-interest bearing promissory note in the 
sum of $200,000 made by Frequency Electronics, Inc., a Delaware Corporation, 
to the order of NRCI and dated on or about February 3, 1969. This assignment 
is subject to the rights, if any, of the Middlesex Bank, NA of Everett, Mass- 
achusetts. This assignment is without warranties and without recourse in any 


event. 


NATIONAL RADIO COMPANY, INC. 


ee <7 
BY /) (oc C7 e Z£ c722? L-CS 


Accepted _by: 


aes 
| Louis C. Lerner 
Consented to: 


Middlesex Bank, NA 


Sa Middlosex Bank 
WAVIONAL ASSCCIAI(ON 


_Johr A Lynch 


Executive Offices, 
Vice President 


Everett, Massachusetts 02149 


January 20, 1971 


Frequency Electronics, Inc. 
* Deleware Drive 
New Hyde Park, New York 11040 


Re: Note dated 3/4/69 - National Radio Co., Inc. 
Payment of $12,000 - Due February 3, 1971 


Gentlemen: 
We are holders by assignment of the above-mentioned 
note, 1...s¢ remit with your check payable to this bank in the 


amount of $12, 000. 


yWery truly yours, 


a 


yo) 


“ 
a ee 2 Ks j 


John A, Lyfhch 


i _— : inks i mesa Ha Ba 
ARE CN TERROR ay AOR ccs scntenqnnrenatenneianeeninaante 
LAE eT Se TE ARE NINES PCS CRN MO LR I EN A RN I It oeresecrn 7 


March 3, 1970 


Middlesex Bank, N.A. 
431 Broadway 
Everett, Massachusetts 02149 


Gentlemen: 


Relative to the renewal of the $270, 000 by National Radio 
Company, Inc. on March 9, 1970, Iagree that you will be paid at 
maturity (90 days) or at the maturity of any additional renewal 
through my efforts, if you so require. 


Very truly yours, 


/ g 
Sente ( Cae 


\Louis C. Lerner 


ae 
ies oe 
exer flee: , 


Le 6 Pm 


4 iu 9 : 
Al higees ey HA tec 


Sr PRE NS RSET Es EAN TIOIE ELI NET EG LIT ETE NET SESE TE LSE Sas ME RR ee enc RN AER AOR PE CET ES RSPR I OY 
RTE a a msi trent PPT I i Ta cea 
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ee 
Nov. 14, 1968 
! 
‘ 
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ee 


Infringement of National Company Patents 
by Hewlett Packard Hocel No, SO60A 
Cesium Frequency Standard 


The subject matter generally is that of 
molecular beam frequency standards. These standards 
employ a molecular beam tube as a microwave frequency 


passive resonator. By means of a servo loop system, 


‘a relatively low frequency oscillator is locked to a 


frequency which is related to the selected resonance 
frequency. In the system of concern here, the oscillator 


output signal is phase modulated to cause a microwave 


signal, obtained by frequency multiplication, to be swept 


past the selected resonance frequency. The beam output 


signal then provides information for locking the oscillator 
in relation to the selected resonance frequency, 

National Company patents relating to this 
subject matter fall generally into two categories, those 


relating to systems, particularly frequency locking systems 
c 3 N, Pp y at y 


e 
e 


rugye. 


' 


for controlling an oscillator, and those relating to cesium 


beam resonators. Of the system patents, zacharias et al, 
2,972,115 and Mainberger 2,960,663 present possible 
jaceieee situations. 

The eeidetes et al patent appears to present 
a clear case of Cetetioment,, Claims 3 and 8 are directed 
quite broadly to a molecular beain frequency standard in 
which the presence of a harmonic component in the detected 
-peam signal is employed to provide an indication that lock 


on a resonance peak has been achieved. “In the H-P 5060A 


system, the second harmonic of the modulating frequency in 


the beam signal is synchronously demodulated and an indicator 
dicht is energized LE the amplitude of this detector signal 
‘falls below the preselected threshold. This oe 
harmonic signal can also be measured by means of a built-in 
meter. 

The Mainberger patent includes claims which 
are directed to the use of the susteatuee component of the 
fundamental modulating frequency in the beam signal as an 


indication that the controlled oscillator is locked on the 


desired resonance peak, this peak being symmetrical, 

rather than being locked on one of the subsidiary peaks, 

these peaks being un-symmetrical. Locking on the desired 
_ peak necdocse substantially no quadrature ‘component while 

locking on a subsidiary peak produces a significant 
quadrature nee The quadrature component is 

synchronously detected iis ase Of a phase sensitive detector 
oe veh are applied both the signal to be detected and 

a reference signal. The reference signal is taken from the 
bens which frequency modulates the r.F. signal which 

is applied to the beam resonator. 

The Mainberger system employs a single phase 

Getector for obtaining Spee of either the in-phase 
or the quadrature components of the beam ghanal and the 


Mainberger claims all require "switching means" for 
g g 


applying “either" the in-phase beam signal or a beam signal 


which has been phase shifted 90° to the phase sensitive © 


@etector for detection. In the H-P 5060A, however, the 


in-phase and quadrature components of the beam signal are 


~ 


Nov. a4, 19 
Page 4 


. 


Synchronously detected simultancously by means of 
_respective hase sensitive detectors and an indicator 
_is energized if either detected signal exceeds a 
: respective preselected threshold. Accordingly, it can 
be seen that the H-P system employs the concept of 
using the absence of the quadrature component as an 
indication of lock on the proper resonance peak, although 
the particular structure employed is somewhat disferent 
and does not fully meet the claim language. The . 
possibility noes exist, however, that the H-P system 
might be held to be an equilavent construction and thus 
to infringe these claims, It appears that National 
“would not be estooped from making such a contention 
since the particularly troublesome recitation, that is, 
the recitation of the "switching means", was not introduced 
by amendment in order to overcome references cited by the 
Examiner. ~ , 

National also owns various other molecular 
beam system patents, i.e. 

2,883,540 3, 060, 384 


@,021,491 3,076,942 
3,042,878 3,088,078 


Nov. 14, 1965 
Page 5 


but these do not appear to be infringed by the 


H-P 5060A system, 

National also owns a variety of claims 

Stvecias to the molecular beam resonator itself. 
However, the operating and service manual which is, 
at easonk, ae only source of information does not 
of 

contain any detailed Gescription of the tube construction. 
and thus we have aint been able to determine if there is 
Sageinnenent os these claims. In this category, the 
3,258,713 patent is of interest in that it includes 
claims quite broadly covering the use of a niobium ionizer 
for the beam detector. It should be noted, hueouee, that 
Paragraph 1-9 (i) of the H-P manual enedosbes that H-P 
was, at that time, using a tantalum ionizer. Patent No. 
3,305,290 is aiso of interest in that it includes claims 
quite breneiy covering the ise of antimony for gettering 
cesium, : 

Patent No. 2,972,690 relates to an ion pump 
which appears to be suitable for use with a molecular beam 


* 


resonator. The H-P cesium beam tube emoloys an ion pump 


but, again, ist enough is known of the echek 
construction to determine if there is infringement. 
‘ Patents 3,058,023 and 3,328,633 relate to the 
molecular beam source or oven. 

The Zacharias patent 2,972,115, discussed 
above with regard to its system claims, should also be 
ail Ree with regard to the particular tube construction 
since claim 4 thereof is directed to a wave-guide construct- 
ing which may possibly be used in H-P tube, Other claims 
in this patent are directed to a "U-shaped" magnetic shield 
‘which might possibly be erasnnt in the H-P tube. The H-P 


manual mentions that their tube is provided with inner and 


outer shields but does not describe ‘their construction. 


The economic or sales situation indicates 
that H-P can be expected to resist vigorously any attempt 
to collect royalties under these patents. Accordingly, 
there would be an advantage in choice of forum if National 
were to initiate litigation rather than put H-P on notice 
regarding its intent to assert thése patents and snovony 


risk the initiation of a declaratory judgement action. It 


& 


Oe ew o& LSS BUMS, WEIS BUS | 2 WEL aware Viv @, New 2 


ie believed that the infringement of Claims 3 and 8 
of the Zacharias et al patent is clear enough to 
justify such an action, even though the validity of 
these claims may be subject to attack on the basis of 
‘prior art which is analogous, though taken from outside 


of the molecular beam field of technology. The 
aul ie 


- allegation of infringement under the Mainberger patent 
| 
.is also credible. Further, the initiation of litigation 
would permit the use of federal discovery procedures to 


answer questions left unreso.ved by the study of the 


50604 manual and to investigate the construction of later 


--versions of this type of equipment. 


hte Mehl, ona cies wean Loan tn ene if 


MEOLOT ULL s BGhii Ses Sigs sah wees 


Oa — Powor of ee and Poi._.on 


eee enet 


Being duly sworn, I,.J¢rrold Rv. Zacharias 


TTT rears Sarena eons nteanliietrninentetiteiemnilepa ays ig 


depose aud say that 1 aw a citizen of the United States. 
Newton, Massachusetts 


Tren aan ROBINS at 


sismriiisonl dc onaileiccaty i otnt! that I have 
read the foregoiny: specification and claiins and I verily Lvtieve I am the original, first, and 2te inventor of the 


favention or discovery in... olecular. Beam Apparatus (with Joseph _H. Holloway and 
Eugene_F.. Grant) 


described gud claimed therein; that & do uot know and do not believe that this invention was ever known or used 
before? rainvention or discovery thereof, or patented or described in any printed publication in any country 
beforo tay invention or discovery thereof, or more than One year prior to this application, or in public ‘ise or on 
sale in the United States for more han one year prior to this application; that this invention Aiydiscovery has not 
been patented in any country foreign to the United States on an application filed by citor uly leval representa- 
tives or assigns more than twelve months, before this application; und that no application for patent on this 
invention Or discovery has been filed by 12°or ey 1epresentatives ov assigns in any country foreign to the United 
States. 


Tt tn mer rt reer oem ean rr eh oeteniennipibealrieliinissgnincepaslnal acl 


And I hereby appoint Kenway, Jenney, Witter & Hildreth, a firm composed of Herbert W. Kenway, 
Melvin R. Jenney, Lawrie L. Witter, Richard R. Hildreth, Herbert P, Keuway, Robert J. Keating, L. William 
Bertelsen, HI and Jeremiah Lynch, of 24 School Street, Boston Massachusetts, Kegistration No. 15962, my 


attorneys with full power of substitution and revocation, to pros ite this application and to transact all business 
in the Patent Office connected therewith. 


us : ‘ , f : 
Wherefore I pray that Letters Patent be Granted to Nez for the invention or discovery described and 


claimed in the foregoing specification and claims, and I hereby subscribe my name to the foregoing specification 


: iat r : hi Pa) “Meee eg ‘ 
and claims, oath, power of attorney, and this petition, this... 4, 2. = Ne aay of...UiZ. torr 
16.57, 


Inventor, prrelel a ee : 


First Nume pei j hatha 
/77..Maasachusetts AVENUe. 
Cambridge 39, Massachusetts _ 


Post Office Address 


Commonwealth of Massachusetts... 


County of. Wrdtlhie rsa ca 


88 


Before me personally appeared... Jerrold R. Zacharias. na 


omnes neem: caeieeeninbieiebtenmeneneeanteeensste al mney 
fo me known to be the person described in the above application for patent, who signed the foregoing instrument 
in ny presence, and made oath before me to the allegations set forth therein as being under oath, on the day 
end ‘year aforesaid, 


S—wet_,2 


; Notary Public 
BEAL 


This form may be executed only when attached to a complete application as the last page thereof. 


Oath, Power of ~vrnoy, and Potition 
7 


Beli duly enone, 1 SOREOR Me NOM Loway 


depose and say that Iam a citizen of the. United. States__. 
______ Woodside. Road » mopsfield, ass. se ee that T have 
read the foregoing specification and cluims and I verily believe J am the original, first, ml 2 Fate of the 
invention or discovery in... olecular Beam, Apparatus, (with Jerrold R. Zacharias and 
_Eugene F. Grant) 


+ meme eee residing at 


described, and claimed therein; that Palo not know and do not believe that this invention was ever known o¢ used 
before 4) finvention or discovery thereof, or patented or described in any printed publication in any country 
beforo 2 invention or discovery thercof, or more than one year prior to this application, or in public use or on 
sale in the United States fur more than one year prior to this application; that this invention aailitcevery has not 
been patented in any country foreign to the United States on an application filed by mer my egal representa- 
tives or assigns more than twelve months before this application; and that no application for patent on this 
invention or discovery has Leen filed by soe or wry representatives or assigns in any country foreign to the United 
States. i 


And J hereby appoint Kenway, Jenney, Witter & Hildreth, a firm composed of Herbert W. Kenway, 
Melvin R. Jenney, Lawrie L. Witter, Richard R. Hildreth, Herbert P. Kenway, Robert J. Keating, L. William 
Bertelsen, II aud Jeremiah Lynch, of 24 School Street, Boston, Massachu: etts, Registration No. 15962, my 


attorneys with full power of substitution and revocation, to prosecute this application and to transact all business 
in the Patent Office connected therewith. 


Wherefore I pray that Letters Patent be granted tof for the invention or ciscovery described and 
claimed in ihe Tureguing specication and glaimes, and I heicby pulses ibe auy Muine iv the Tur eyuing apevilivuliuit 
and claims, oath, power of attorney, and this petition, this... 2th ____._. day of Octaper 
19.57. 


Fans 


. 


ve 


om, 


| i 


Inventor-—-___-1e# Sef... 
C4 First Name 


ot, 


sevetanesemect mee ft heaps 


Middle Initial Ce a 


N 
—6/o.ational Co. ine, 
1 Sherman Street 
________ Halden, Massachusetts 


Post Office Address 


Commonwealth of Massachusetts......_._______ 


County of... Middlesex, i 


Before me personally appeared... VOSePh. Hi... Holloway. ie 
to me known to be the person descrided tn the above application for patent, who signed the foregoing instrument 
in my presence, and made oath before me to the allegations set forth thercin as being under oath, on the day 


‘and year aforesaid 
V4 
4 - : 


Notary Publle 


This form may be executed only when attached to a complete application as the last page thereof. 


Oath, Powor of\_Lornay, ant Patition 


Neing duly sworn, I,..Bugene Py Grant oo 


depose and say that Iam a citizen of the. United States 


a _—reviding at 
__Marblehead, Massachusetts __ 


eS ee a petit I have 
read the forezoing specification und claims and 1 verily believe Iam the original, first, and Sak inventor of the 


invention or discovery in. MOlecular Beam Apparatus (with Jerrold _R. Zacharias _and 


described and claimed therein; thats “do not know and do not believe that this invention was ever known or used 
before apvention or discovery thereof, or patented or described in any printed publication in any country 
before 12% invention or discovery vhereof, or more than one year prior to this application, or in public use or on 
sale in the United States for more than one year prior to this application; that this inyeution pr discovery has uot 
been patented in any country foreigu to the United States on an application filed by 2203 or X2¢ legal representa- 
tives or assigns more than twelve months hefore this application; and that no application for patent on this 


invention or discovery has been filed by Bor By vepresentatives or assigns iu any country forcivn to the United 
States. 


And I hereby appoint Keuway, Jenney, Witter & Hildreth, a firm composed of Herbert W. Kenway, 
Melvin R. Jenney, Lawrie L. Witter, Richard R. Hildreth, Herbert P. Kenway, Robert J. Keating, L. William 
Bertelsen, 111 aud Jeremiah Lynch, of 24 School Street, Boston, Massachusetts, Registration No. 16962, my 


attorneys with full power of substitution and revocation, to prosecute this application and to transact all business 
in the Patent Office connected therewith. 


: us ‘ ‘ ; ‘ 
Wherefore I pray that Letters Patent be granted to 162 for the invention or discovery described and 
claimed in the foregoing snecification and claims. and T herehy suhserihe my nama te the foresoin 


ladibere tere! 


fe cpccEsaticn 
and claims, oath, power of attorney, and this petition, this 22 AS TG --. Gay ob fed a 
19-91, 


= 
_— Spe caer! f aS ae ee ga ¢ § en, eat oe asset ie SSM 
ume iddle Initial 


Yast Nome 
Oo Nauonal COs ine. 2 
Post Office Address 61 Sherman Street 
—--..Malden, Massachusetts __ 


Commonwealth of Massachusetts... 


cea gee © = 
County of AZ Clk Lets. : } 


Mifore me personally appeared... bugene_F...Grant 


fu me known to be the berson described in the above application for patent, who signed the foregoing instrument 


wey presence, and made oath before me to the allegations set forth thercin as being under oath, on the day 
ot your afore.oid, 


_—~ 


Ee ALS een 


Notarg Public 


This frm may be executed only when attached to a complete application as the last page thereof. 
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Monree oar . -PARTMENT i eee end wine of te apne 


THE COMM stot CF FATEMTS 
WARE T OM I & C. UNITEO STATES PATENT OFFICE 


WASHINGTON 
Parra No. 3 
fe Appiwant: 
Konway, Jenney, Witter gerrote R. Zacharias et al 
end Hildreth 
24 School Street ‘ E Tyas 
Boston, Mass. Fi ae 
o APR 30 WER 
g HOLSCULAR BEAM 


Please find below a communication from the APPARATUS OLf SS. p p, : 
EXAMINER in charge of this application, : 2 My 


pot bode — 


Commissioner of Patents, 


This application has been examined. 
References applied: 
Norton 2,808, 510 Oct. —1,- 1957 250- 36-196 
(Filed Jan, 26, 1955) 
Atomic Clocks by Lyons in Scientific American WoL. 196 No. 2 
Feb, 1957, pages 71-82 250-36-19G 

Claims 1-12 are present in this application. 

In Figure 1, the numerical value 9180 lacks the 
abbreviation --NG--. In Figure 2 the generator of section 
20 lacks the identifying numeral 14. Applicant has the 
burden of checking the specification for additional 


informalities. In claim 12, line 2, the last letter of the 


Claims 7 and 12 ere rejected as being iridefinite 


since it 4s not clear from the description of the operation 
how the second harmonic can supply the warning to the Warning 


Indicator of Figure 1 when the beam fails, see page 22, since 


word "transitio” is missing and should be supplied. The 
electron miltiplier anode should be identified in the drawing. 
Claims 1 through 12 are present in this application. 


0) 


Serial No. 693,104 


the response pattern of Figure 4 1s dependent on the beam. 
How can the second harmonic be supplied from tube 128 in 
the absence of a bean. 

Claims 1 through 12 are rejected as being unpatent- 
able over Norton, 2,808,510 or the above cited article entitled 
“Atomic Clocks" in the Scientific American, Norton shows ea 
tubular sealed section enclosing and protecting a cesium beam 
from the effects of the atmosphere. Magnets A and B are 
shown schematically and if the applied magnetic field is 
large then it is to be expected that the size of the magnets 
would be constructed so that most of the magnet would be 
located outside of and sealed to the tubular section. 
Indicator 26 may be utilized to indicats correct operation. 
The article entitled Atomic Clocks teaches the operation 
of a frequency control system utilizing a cesium beam with 
the necessary structure. 

It is assumed from the oath that the'device shown 
on page 79 of the reference article was not sold or in 
commercial use at a date more than twelve months prior to 
the date of this application. 


All the claims are rejected. 


J 5 fl» 
fy 4 ad jj 
p ve a : 
JKominski:cd]j Examiner 
ww / 


Serial No. 693,104 


Claim 8 is directed to the specific construction used 
: herein for the beam tube, and it is believed allowable over both 
the Norton and the Scientific American article. Neither of these 
references disclose a specific construction applicable to molecula 
beam devices for use as frequency standards. Both deal only with 
the general theory of operation of molecular beam devices, showing! 
such constructions as are necessary for an explanation in speeatas 


form. Applicants on the other hand have provided a structure whic 


43 commercially practicable and useful. The claims in this erm 


tion are generally directed to this 4mproved structure and claim 
is enecific to this structure. Ciaim 9 is dependent on claim 8 | 
and is allowable for similar reasons. 

Claim 10, is similar to claim 5 except that it omits the 
specification of the means utilized to produce the high frequency : 
field. Claim 11 is dependent on claim 10 and adds thereto that o 
the meane for nradneing the high frequency field including the two 
spaced cavities but also adds the limitation that the shield 
surrounds both cavities and waveguides. Claim 12 is similar to 

i claim 7 but is more specific to the warning indicator. 

It is quite clear that none of the apparatus defined by 
any of the claims now in this case is disclosed by either of the 
references cited. Accordingly, all claims now in the application 
are believed allowable. 

With respect to the last paragraph of the Examiner's 
action, none of the constructions claimed herein were included 
in any devices sold or in commercial use more than one year prior 
to the filing date of this application. 

An early allowance is respectfully solicited. 

Respectfully submitted, 
KENWAY, JENNEY, WITTER & HILDRETH 
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pa Micalesex Bank 
NATIONAL ASSOCIATION 


“John A. Lynch 


Executive Offices, 
Vice President 


Everett, Massachusetts 02149 


Aupust 12, 1970 


I rcequency Electronics, Inc. 


3 


3 Delaware Drive 
New Hyde Park, New York 11040 


, 


Gentlemen: 

We have enclosed your paid note dated February 3, 1969 
in the amount of $200, 000. 

We want to thank you very much for your prompt payment 
of this obligation. 


Nery truly yours, 


-t rr 
Fy cat Mee. Sica os 
fhe af 


John A. Lynch 


Enclosure 


> vor 
mA NATIONAL ASSOCIATION 


John A. Lynch Executive Offices, 


* Vice President Everett, Massachusetts 02149 


July 20, 1970 


Frequency Electronics, Inc. 
3 Delaware Drive 
New Hyde Park, New York 11040 


RE: Note dated 2/3/69 
National Radio Co., inc. 
Arnount $200, 000 
Due August 3, 1970 


We are holders by assignment of the abovc- 


raentioned note. Pleasc remit with your check by August 3, 1970 


in the amount of $200, 000. 


Very truly yours, 


} 


) \ 


John A...Lynch 


o Middlesex Bank 


LS ATIOLAL ASSOCIATION 


John A Lynch Executive Offices, 
_ Vice President Everett, Massachusetts 02149 


January 20, 1970 


Frequency Electronics, Inc. 
3 Delaware Drive 
New Hyde Park, New York 11040 


Re: Note dated 12/3/69 to 
WNetional Radio Co. Inc. 


, 
Gentlemen: 

We are holders by assignment of the above- 
mentioned note. Please remit with your check by February ; 
1970 in the amount of $30,000. 

Very truly yours, 
a 


| 
Jonn A. Lyn by 


“ 


= 


ASSIGNMEN': OF TRADEMARK 


Whereas, National Radio Company, Inc. a Massachusetts 
corporation, having its principal office at 111 Washington Street, 
Melrose, Massachusetts, has adopted, used and is using a certain 
tradema -k which is registered in the United States Patent Office, 
Registration #653, 065, dated October 15, 1957, and 


Whereas, Frequency Electronics, Inc., a Delaware corpora- 
tion, having its office at 3 Delaware Drive, New Fiyde Fark, New York, 
is desirous of acquiring said trademark and the registration thereof, 


Now Therefore, for good and valuable consideration, the 
receipt of which is hereby acknowledged, said National Radio a ieehehas 
Inc. hereby assigns unto the said Frequency Electronics, Inc. all 
right, title and interest in and to the said trademark, together with the 
goodwill of the business symbolized by the trademark and the registration 
thereof, #653, 065. 


Notice is hereby given that the said trademark assigned here- 
under is subject to a security interest in favor of said National Radio 
Company, Inc. under the Uniform Commercial Code. 


In addition and not in limitation of the foregoing, National Radio 
Company, Inc. hereby assigns all its right, title and interest in and to the 
tradename ''Atomichron'' to said Frequency Electronics, Inc., said 
tradename to be subject to the aforesaid security interest. 


In Witness Whereof, National Radio Company, Inc. hereto 
sets its hand and seal this Y/J/ day of January, 1969. 


NATIONAL RADIO COMPANY, INC. 


Commonwealth of Massachusetts ) 


Middlesex County 


, On a Sef day of January, 1969, before me personally 
came A 72 Norn er to ek pees who being by me duly sworn, 
did depose and’ say that he is the ©. tive, Vice-frechdeaT of 
the company described as the assignor in the foregoing assignment; 
that as such he executed said assignment for and on behalf of said 
company and that he was duly authorized so to do. 


Nota ry Pai Hic 


Middlesex Bank.Na. 


March 1, 1971] 


Mr. Louis ©, Lerner 
Lerner & Co., Inc. 

10 Post Officc Square 
Boston, Massachusetts 02109 


Attention: Mr. Steven Lerner 
Dear Mr. Lerner: 
We have enclosed the following: 


1. Paid note dated August 17, 1970 for $200, 000, 

2. Advice of debit dated February 24, 1971 for $1 53,282.62. 

3. Frequency Electronics, Inc. note dated February 3, 
1969 for $325,000 on which the balance is $283, 000. 
This is being returned without recourse and without 
warranties, as we have no further interest. 

4. Underlying documentation relating to No. 3 including 
Security Agreement and Financing Statements. 

5. Copy of letter of transmittal to the First National Bank 
of Boston. 


We will need a letter giving us notice to credit proceeds of the Time 
Open Account to the checking account. 


This should complete the transaction which worked out very satis- 
factorily. We thank you very much. 


Very truly yours, 


John A, Lynch 


if? (2) wee 
EX 7/2 - Kul 
VUE Brittle 


At 6 


ee ee tii we S&S BET vetiwNe 


aan ae Neen ee en see ay HEMEL LH are Ne LLY US ements ‘voy unuer tue iaWs of the state of Massachusetts 


BETWEEN Frequency Electronics, Inc. ("FEI"), a Delaware corporation, herein called the Debtor 


whose business uddress is (if none, write “none”) 3 Delaware Driv e, New Hyde Park, New York 


work Mel po ee ROME DE Kx xed x oe dK 

and National Radio Company, Inc. ("NRCI"), a Massachusetts corporation, herein called the Secured Party 

whose address is 111 Washington Street, Melrose, Massachusetts 

WITNESSETH : 

To secure the payment of au indebtedness in the amount of $ 525,090.00 WH MMs x payable as follows: 
$200,000 - As more fully set forth in a certain promissory note, the text of which is 

attached to a "Purchase and Sale Agreement" relating to the "Atomichron” 
so called, said Agreement being between the Debtor and the Secured Party 
said promissory note being Exhibit "C” to said Agreement, the terms and 
provisions of said promissory note being incorporated herein by reference. 


; 


$325,000 - As more fully set forth in a promissory note, the text of which is attached 
to a "Purchase and Sale Agreement" relating to the "Atomichron”, so called, 
Said Agreement being between the Debtor and the Secured Party; said promis- 
sory note being Exhibit "D" to said Agreement, the terms and provisions of 
said promissory note being incorporated herein by reference. 


y 


as evidence! by a note or notes of even date herewith and also to secure any other indebtedness or liability of the Debtor to the Secured Partr 
direct or indirect, ubsuolute or contingent, due or to become due, now existing or hereafter arising, including all future advances or loans which 
may bv made at the option of the Secured [4 fty, (all hereinafter culled the “obligations’) Debtor hereby grants aod conveys to the Secured 
Party a security interest in, and mortgages to the Secured Varty, 


(a) the property described in the schedule herein (hereinafter called tae collateral), which collateral the Debtor represents will be used 
primarily 


© for personal, family or household purposes © in farmtog operations {a business or other use : 


(b) all property, goods and chattels of the same classes os those scheduled, acquired by the Debtor subsequent to the execution of this 
agreement and prior to its termination 


(c) all proceeds thereof, if uny, 
(d) all increases, Substitutions, replacements, additions and accessions thereto. 


1, DEBTOR WARRANTS, COVENANTS AND AGREES AS FOLLOWS: 
PAYMENT Va . Ped Uy this a_eetiueut avoiding wo Giere Lerds. 
OEFEND AgAINSt i wersons and against all clainis and demands whatsoever, which collateral, 
TITLE except for the security interest granted hereby, is lawfully owoed by the Debtor and is now free and clear of any and all liens, 
“ security interests, claims, charges, encumbrinces, taxes and assessments except as may be set forth in the schedule. 
ASSURANCE Je On demand of the secured party te do the follewing: furnish further assurance of title, execute any written agreement 
OF TITLE or do any other ucts necessary to effectuute the PUFPOSses and provisions of this agreement. execute any instrument or state. 
ment required by law or otherwise in order to perfect, continue or terminate the security iaterest of the Secursd Party in the 
gyiateral and pay all costs of filing {n connec tlon therewith. 


POSSESSION 


LOCATION 


LIENS If To keep the cullateral free and cleur of all liens, charges, encumbrances, taxes and ussessments. 
TAXES lg To pay, when due, all taxes, assessurents aod license fees relutingz to the collateral. 


RPAIRS ih To keep the collateral, at Debtor's own cost and expease, in good repair aud conditlon and available for inspection by 
the Secured Varty at all reasonable times 


INSURANCE li_ To keep the collateral fully insured against loss by fre, thett and other casualties, Debtor shail zive immediate written no- 
tlee to the Secured Varty and to insurors of loss or damage to the collateral and shall prompti file proofs of logs with in- 
surprs. 


THE PARTIES FURTHER acres (SU RjeeT 16 the sajo AyeeeneT which shace conTeat) 


NON-WAIVER 2a Wohiver of or acquiescence in any default by the Debtor, or failure of the Secured Party to insist upon strict performance 
eeTiie Debtor of any warranties or agreements io this security agreement, shall not constitute a Waiver of any subsequeut or 
hr other default or failure 
NOTICES 


2b Notices to either party shall be in writing and shall be delivered personally or by mall addressed to the party at the ad- 
dress herein set forth or otherwise designated in writing 


law 2c The Uniform Commerciai Code shall govern the rights, duties and remedies of the parties and any provisions herein de- 
APPLICABLE clared invalid under any law shall not invalidate any other provision or this agreement 

DEFAULT 21 The following shall constitute a defanit bs Debtor . 

non-payment Ailure to pay the principal or Any insGallinent of principal or of interest on the indebtedfoss or any notes when due. Failure 
vielation Wy Dehtor to comply with or perform any provision of this agreement, False or misleading representations or warranties made 
misrepresent, een hy Debtor in connection with this HeeCmEent, Subjection of the collateral to levy of execution or other judicial process, 
levy - insely smmencement of any insolvency proceeding by or against the Debtor. Death of the Debtor, Any reduction in the vulue of the 
death collateral or apy uct of the Deblor which linperiis the prospect of full performance or sutisfuctionmot the Debtor's obligations 
impairment o! herein 

security 2e Upon any default of the Debtor and at the option of the Secured Party, the obligations secured by this agreement shal! 
REMEDIES ON immediately become due and payable in full without notice or demand and the Secured Party shall have all the rights, rem- 
DEFAULT edies and privileges with respect to repossession, retention and sale of the collateral and disposition of the proceeds ag are 
occelerotion accorded by the applicable sections of the Uniform Coramercial Code respecting “Default”. 

assembling Upeo any default and upon demand, Debtor shall Gesemble the collateral und make ft available to the Secured Party at the 
colloteral place and at the time designated in the demand, 

attorneys’ fees 


H Upon any default, the Secured Parts’s reasonable attorneys’ fees and the legal and other expenses for pursulog, searching 
otc, 


* for, receiving, taking, keeping, storing, advertising, and selling (he collateral shall be chargeable to the Debtor. 


deficiency The Debtor shall remain liable for any deficiency resulting from a# sale of the colluteral and shall pay any such deficiency 
forthwith on demand. 


monies If the Debtor shall default in the performance of uny of the provisions of this agreement on the Debtor's part to be per- 
odvenced forined, Secured Varty omy perferm same for the Debtor's account and any monies expended in so doing shall be chargeable 
siancuic with interest to the Debtor aad added to the indebtedness secured hereby 


STATEMENT Sf The Secured Party is hereby authorized to file a Financing Statement. 


2g) The Captions are inserted only as a matter of convenmnce and for reference and in no way dene, limit or describe the 
CAPTIONS scope of this agreement vor the intent of any provision thereof, 
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Debtor further agrees that it will mot assert any defenses arising between it and the 
Secured Party against any assignee of this instrument. 


The terins, warruntios and agrevinents herein contained auull bind and inure to the benefit of the reapective parties hereto, and their 
respective legal representatives, successors wd wssiigns 

The gender and number used tn this agreement ore used us a reference term only and shall apply with the same effect whether the par- 
tles are of the musculine or feminine geader, corporate or other form, and the singular shall likewise ioclude the plural. 


This agreement muy not be changed orally 
IN WITNESS WHEKEOF, the lurties have respectively signed and sealed these presents the day and year first above written. 


FREQUENCY, ELECTRONICS, INC, 


By... om 
NATIONAL RADIO COMPANY, In. 


t 


SCHEDULE 


Describe Items of collateral, the address where each {tem will be located and deseribe any prior Hens, efc., 2nd the amounts 
due thereon. If items are crops or goods allixed or to be affixed to real estate describe the rent estute and state the name and ed- 
dress of the owner of record thereof ) . : 


me ‘ 


gy. 


ttems egiuiitunt ese Lesa aia "SRI — Location; ete. 


The items of Inventory, Machinery and Equipment 3 Delaware Drive 
and Data, being items #1 through 88 on Exhibit New Hyde Park, 
"A" hereto attached and made a part hereof. New York 

(See "Oversize File”) 
Also, the Patents, Trademark and Tradename listed 
on Exhibit "B" hereto attached and made a part 


hereof. 


The chief place of business of the Debtor, if other than stated In this agreement, !s: 


GUARANTEE 


The undersigned guarantecs prompt and full performance and payment according to the tenor of the within agreement, to 
the holder hereof, und, in the event of default, authorizes apy holder hereof to proceed aguinst the undersigned, for the full 
amount due Including reusonable attorneys’ fees, and hereby waives presentment, demand, protest, notice of protest, notice of dis- 
honor and any und ull other netices or demand of whatever character to which the undersigned might otherwise be entitled. The 
undersigned further consents to any extensivo grauted by any holder and waives notice thereof. If more than one guarantor, ob- 
ligation of each shall be joint and several. 


WITNESS the hand and seal of the undersigned this 
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DOCUMENTATION RELATED TO ATOHICHRON 


DESCRIPTION 
3501 Atomichrons 
6201-G3 B.T. complete 
2500 Bat. test pad Nae! built) 
1601 Atomichron carcasses 
1501 Atomichron carcass 
1601 N.Y. complete 
2001 B.T. complete 
1601 B.T. complete 
2001 Atomichron carcasses 
3601 Mock-up 
3501 Engineering carcass | 
HC 3701 Pilot. run Atomichrons . 
GEC (NC 3701) Engineering model Atomichron 
NC 3701 Atomichrons (unassembled) 
Engineering model F.M. test set 
100] B.T. envelopes 
2001 B.t. enveloo 
B.T. envelopes 
Atomicnron carcasses 
a 
. waveguide brazing jiqs 
BLT, enveloocs 
Life test beam tube with nower supply 
Engineering pumo stands (incomplete) 


Preproduction tyove P.E.M. B.T. 1963 oa 


: 4°78 


— a igi cavity Be 
ras ; 1 A.S.D. Prototype 1962 
28 1 ae Prototype L262 
29 Missle born prototype 1958 
30 Single cavity economy 17" 1959 
a1 Phase-lock Klystron waveguide test jig 
32 LFE Mode) §14 ultra-st&ble microwave oscillator 
33 Waveguide measuring set (comol. with jJies, stubs, e 
34 : Impulse eee v7-59 (NRC built) 
aa Vacuum moldine processind stand 
Leeds & Northrop potentiometer £8691 


Welch vacuum fore-pumps 
| _ 
{ Bake-out ovens (complete with controls & pump stands 


Combustible gas alarm, type EX-S 


| Hydrogen purifiers 
| 


Controlled atmosphere radiation brazing stands 
(complete with power sunply) 


CvC leak detectors (with revair kits) 

B.T. test power supplies (NRCI built) 
Electron multipliex high voltage supplies 
Varian Vac-Ion vumnp supplies 

Phase lock Klyvstron R.F. source (NRCI built) 
LMC to LOOMC : ipli jig (NRCI built) 
tuC to LOOMC multiplier chassis (NWRCI buils) 
‘Plating baie 

Selectron electroplating 

Bantom Denineralizer 


Boekel hot box 


Dynalabs gaussmeter model D79 


4°79 


1 Lot 


DESCRIPTION 
Cryogenic refriaerators 


Plectron moltinlier vacua processing assembly 
(complete NRC] built) 


Rawson rotating coil gaussmeter 
Electron Mayet des vacuum test stand 
CeField suvolies 
C-Field degausser 
2° x a! Surface ol 
24" height gauce 
12” height gauge 
Black-Hawk pump with Pinch-off tool 
Vapor degreaser 
Keithley Electrometers 
S.W.E. R-1l Voltmeters 
pee voltmeters 
Parzen comparator 
Tracor V.U.F. receiver with antenna 


Universal B.T. vacuum apparatus complete with puhp 


* COntrols 


Lepel induction brazing machine (complete with 7ics) 


Electric furnace for ( (compl. with controls a 
atmosmieric control) C. i : 


Cotical Je0aCus including monochrometer, lenses, 
prisms, 


Flectron multivlier spotwelder complete with electrod 
& power j 
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Raw materials used in Atomichron mrogram res 
development and Peoauuction, including all me 
unfinished parts, chemicals, and plastics. 


Finished and/or spare parts and components 
tubes and electronics. 


- 


yt NR cee 


Test and welding jigs, coil winders, various wavequl Gd 
parts used in research, development and/or production 


NC 1001/1001A manuals 
NC 1201 Manuals 
NE 1501/NC1I511 Manuals 


NC1601 


2001/NC2011 Manuals 


350) Manuals 


Blueprints, original drawings, an tches related 
to Atomichron prodram 

Physics and chemistry books and macazines, and other 
library references related to the Atomichron program 


Atomichron technical files and memorandums 


Dente 


U.S. Patent Ho, 
wee SS EENT No. 


2,883,540 


2,960,€63 


2,972,115 


2,972,690 
2,991,389 


2,994,836 


3,005,121 


3,021,491 


3,934,078 


3,042,878 


3,058,023 


3,060, 284 


3,060,385 


3,076,942 


3,080,519 
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April 21, 1959 
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Exhibit B - Wage < 


U.S. Patent No. i) Inventor Date 
3,086,078 Frequency Control E. F. Grant 30, 1963 
Apparatus ior an et al 
Atomic Beex Tube 


3,256,713 Cesium a2) 1u J. George 
with Niobix 
Jonizer 


3,305,290 Molecular f A. Ganssen a1, ot 
Cesium Ger et al & 


3,323,633 Molecular Beam J. George o7, 1967 
Tube 


U.S. Trademark Ne. Name Date 


Leen commana 


653,065 "Atomichron" Oct. 15, 1997 


Tradenane: Atomichron 


MINUTES OF SPECIAL Mil’ TENG 
OF 
THE BOARD OF DIRECTORS 
OF 
FREQUENCY ELECTRONICS, INC. 
A Special Meeting of the Board of Directors of 
Frequency Elcetronics, Inc. was held on January 21, 1969 ae 
the ilarvard Club, 27 West 44€h Street, New York City, at 


6:00 P.M. 


present Messrs. Martin 6B. Bloch 
Kent M. Klineman 
John ©. Ho 
Abraham Lazar 
Lawrence Bernhardt 
Melvin Rubenstein 
Peyton H. Knight 


being all of the directors and a quorum. 

Mr. Bloch acted as Chairman of the meeting and Mr. 
Klineman acted as Secretary. 

The Minutes of the last meeting of the Board of 
Directors held on October 22, 1968 were presented to and 
unanimously adopted by the Board without change. 

Mr. Klineman distributed copies of a letter apree- 


ment between National Radio Company, Inc. and the Company 


; oe : Tee - 
relative to the acquisition of National Radio Company, Inc. s 


Atomichron Line which outlined the terms and conditions of the 


Proposed purchase. <A copy of the said letter was ordered 
annexed to the minutes of the meeting. 

bi, Bloch stated that a care ful investigation of the 
National Radio atomic frequency standard indicated that the 
Company might capture approximately 30% of the available market 
for atomic frequency standards. Mr. Bloch estimated that the 
available market for this line might be approximately 
$22,000,000 over the next five to ten years. in addition, 
he estimated that the Company's costs relative to its ants 
pated $7,000,000 share of this market would be: 


Total acquisition costs, including 
NRCI S¢ $1,000,000 


Manufacturing custs - 3,000,000 


“¢ 


Sales costs - 350,000 


Research and development - 500,000 


Total $4,850,000 
In addition, Mr. Bloch stated that this $22,000,000 
market did not include anti-collision system ground stations, 
each of which would acquire several atomic frequency standards. 
A discussion nexc ensued as to the advisability of 
the proposed Atomichron purchase including the question of 
the Company's cash reserves, and whether its cash flow over 


2. 
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the next twelve to cighteen months would be impaired by 


this acquisition. After discussion, upon motion duly made, 
seconded and unanimously carried, it was 


RESOLVED, that the proper officers of 
the Corporation be and the same hereby are 
authorized and directed to take any and all 
necessary acts which may be required to con- 
summate the acquisition of the Atomichron 
line in substantially the same form as set 
forth in the letter agreement between the 
Company and National Radio Company, Inc. 
attached to these minutes, and it was 


FURTHER RESOLVED, that such officers and 
directors be and the same hereby are authorized 
to make such changes in the said letter agree- 


ment as may be reasonable and appropriate. 


< e 
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MLENUTES OF SPECIAL MELTING 
Or 
THE BOARD OF DIRECTORS 
OF 
FREQUENCY ELECTRONICS, INC. 


A Special Meeting of the Board of Directors of 


Frequency Blectronics, Inc. was held on July 31, 1969 at 


the Harvard Club, 27 West 44th Street, New York City, at 
7100 PLM, 
There were present Messrs. Martin B. Bloch 
Kent M. Klineman 
Joon C. Ho 
Abraham Lazar 
Lawrence Bernhardt 
felvin Rubenstein 
beinz a majority of the directors and a quorum. Also 
present by invitation were Messrs, Harold E. Berritt and 
William Schlackman. 
Mr. Bloch acted as Chairman of the meeting and 
Mr. Berritt acted as Secretary. 
The Chairman then reported that the net earnings 
of the Company for the fiscal year ended April 30, 1969 
were expected to be approximately $100,000. A discussion 
followed concerning the factors which contributed -to the 


year's results. 


ie 


im 


The Chairman noted that at the ‘last meeting the 


Board had authorized the President of the Company to enter 


into detailed discussions with Mr. 


Clarence Lyon of Messrs. 
Kenway, Jenney & Hildreth concerning a possible patent 
infringement suit one Hewlett Packard Corporation. 
The Chairman reported that, in Mr. Lyon's opinion, the 
likelihood of such an action succeeding is high. After 
discussion, the President was authorized to retain said 
attorneys for the purpose of making a "cease and desist" 
demand on Hewlett Packard Corporation leaving for further 
a 
' institute formal legal action against Hewlett Packard 


Corporation. 


i consideration by the Board the decision of whether to 
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MINUIES OF SPECIAL MEETING 
QO} 
THE BOARD OF DERECTORS 
Ol 
FREQUENCY ELECTRONICS, INC. 


A Special Meeting of the Board of Directors of Frequency 
Electronics, Inc. was held on the 19th day of March, 1970 at the 
Harvard Club, 27 West 44th Street, New York, New York at 6:30 p.m. 

There were present Messrs. Martin Bloch 

Lawrence Bernhardt 
Kent M. K)ineman 
John C. Ho 
Abraham Lazar 


being a majority of the directors and a quorum. Also present was 


Mr. Harold (Es Berrie. 


The Chairman then advised the mecting of his most recent 


ciscussions with counsel regarding the Corporation's proposed patent 


infringement claims against Hewlitt Packard Corporation, After 


discussion, it was decided that the Corporation should proceed to 


institute an action to enforce such claims. 


There being no further business to come before the meeting, 


upon motion duly made, seconded and unanimously carried, the meeting 
_— 


was ADJOURNED. 


fl fee Ata he 
flarold E. Berraect 
Secretary of the Meeting 


MLNUTES OF A HPUCTAL MERTING 
OF 
THE BOARD OF DIRECTORS 
OF 
: PREOUENCY ELECTRONICS, INC. 


A Special Meeting of the Board of Directors of Fre- 
quency Electronics, Inc. was held on May 13, Do/1, at the 
Harvard Club, 27 West 44th Street, New York, New York, at 
6130 p.m. 

There were present Messrs. Martin B, Bloch 

John €. lle 

Kent M. Klineman 

Abraham Lazar 

Lawrence Bernhardt 
being all of the directors and a quorum. Also present were 
Me. Harold E. Berritt, Secretary of the Corporation, and Mr 
Joel Keltz, Treasurer of the Corporation, and Messrs. William 
Schlackman and Stanley Shelowitz of Alexander Grant & Com- 
pany. 


Mr. Bloch acted as Chairman of the meeting, and Mr. Ber- 


acted as Secretary. 
ihe minutes of the meetings of the Board of Directors 


meld on July 27, 19/70 November 10, 1970 dnd Maren 2, 1571 


were presented to and unanimously adopted by the Board with- 


OuE changc, 
The Chat '.4n then stated that the next order of business 
was to consider a discontinuance of research and development 


by this Corporation in eonnection with the "Atomichron” prod- 


uct and a write-off of existing costs incurred by the Cor- 


poration in connection with the acquisition and develop- 


mene of such product. After discussion, upon motion duly 
made, seconded and unanimously carried, the following reso- 
lutions were adopted: 

WHEREAS, 1€ 1s the judgment of management of this 
Corporation that continued development effort is necessary 
in order to bring the "Atomichran'' product into a market- 
able condition; and 

WHEREAS, although management believes that there is 
a future market for such product, the present market there- 
for has been severely affected by cut-backs in defense spend- 
ing by the Federal Coverument: and 

WHEREAS, cash flow problems and financial reverses by 
this Corporation in its operations make it impossible for 
this Corporation to commit the resources necessary to com- 
plete the development of such product; and 

WHEREAS, in the absence of such continued development 
this Corporation cannot reasonably expect to recover from 
Operations any of Che costs incurred by it to date in the ac- 
quisition and development of such product line; and 

WHEREAS, for Che teasons stated above, it is, in the 
judement of this Board of Directors, in the best interests 
of this Corporation to discontinue further research and de- 
velopment in connection with such product line and to write 


Off existing costs incurred by this Corporation in conncction 
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with the acquisition and development thereof; it is 


- hereby: 


RESOLVED, that this Corporation discon- 
tinue further research and development in 
connection with its "Atomichron" product Line 
and write off all existing costs incurred by 
this Corporation in connection with the ac- 
quisition and development to date of such 
product line, and it is further 


RESOLVED, that the officers and directors 
of this Corporation are hereby authorized and 
directed to take any and all such steps and 
execute any and all such documents on behalf 
of this Corporation as may, in their judgment, 
be necessary Or appropriate to carry into ef- 
fect the purposes and intent of the foregoing 
resolution. 


~e 


» ay L/RIT 


REQUENCY 


e sonal ily tar’ pasta 
Lz ¢ woe Rie c nea 
arn es rae MEGS, ric. 


To our shareholders: 


Inertia’ is defined by Webster as the 
property of a body, which when in motion, 
keeps moving in the same «J rection, 
unless affected by some ouiside force 
The inertia of Frequency Electronics dur 
ing fiscal year 1971 resulted in a net loss 
of $1,799,339 and this negative direction 
is attributable to fiscal year 1970 at 
which time the Company reported its very 
first loss amounting to $184,825 


It became apparent to management, and 
especially to the Board of Directors, dur- 
ing February 1971 that drastic measures 
nad to be initiated to change the course 
of Frequency Electronics. 


First, a major reorganization of the com 
pany was effected allowing a reduction 
in personnel of twenty-five employees 
with a minimum impact on productivity. 


Secondly, each employee was subjected 
to a salary reduction ranging from 3 to 
15 percent, (your President was sub- 
jected to the largest salary reduction) 
and certain company benefits were 
eliminated. 


Thirdly, certain company sponsored 
“research and development programs 
were discontinued. This is further elab 
orated upon in this letter. 


Additionally, other less essential! general 
and administrative expenses such as 
advertising, travel, and participation in 
product shows were held to a minima. 


This will result in a company payroli re- 
duction from $1.7 to 1.2 million and the 
Operating overhead rate was reduced 
from 140% to 120% on an annual basis 


Moreover, the company has become 
much more selective regarding the pro- 
curements sought and negotiated. 


Finally, a vastly improved monitoring and 
reporting system has been implernented 
relating to costs, milestones, shipping 
schedules, et ai. 


What Are The Results? 


The first quarter of the present fiscal year 
has been profitable. 


Contracts received during the first four 
months of this fiscal year totai $1,312,- 
000, which is most encouraging when one 
considers the generally poor business 
environment, and the fact that the com- 
pany has become more selective. 


Backlog has increased from 1.8 million 
to 2.4 million from May 1 to September 
1, 1971. 


The ‘action initiated’’ has done its job— 
effectively with dispatch—and company 
morale has never been higher. 


As previously referenced, certain com- 
pany sponsored research and devsiop- 
ment programs have been terminated, 
the most significant of which is the 
Cesium Beam Frequency Stand 

related to Atomichron. The sales result 
ing from this product have not been as 
fruitful as originally anticipated. Conse- 
quently, the product line of our Atomi- 
chron subsidiary has been integrated into 
the parent company and no further 
research and development efforts will be 
expended at this time. However, Fre- 
quency Eiectronics will continue to sell 
the Cesium Beam Frequency Standard 
previously developed. This ciecision was 
necessary since the operating loss of 
Atomichron was $381,124 and further 
research and development could not be 
supported. Consequently, a write off of 
the costs, as an extriiordinary item attrib- 
utable to research and development, 
inventory and patents, in the amount of 
$778,995 resulted in a total loss of 
$1,160,119, exclusive of income taxes, 
and is included in the total net loss. 


We feel a corner has been turned giving 
Frequency Electronics a proper direction 
and a great effort is still required of your 


management on a continuing basis. We 
must and will remain constantly aware of 
our total commitment, and shall endeavor 
to build upon a deep and broad founda- 
tion a product line cf profitability and 
quality, 


My sificere appreciation gees st to my 
colieagues for their dedication ai ‘oyalty 
at a time when lesser ren woul abandon, 
aad to the shareholders for their 
understanding 


Sincerely 


Martin B. Bloch 


Prasident 


September, 1971 
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CONSOLIDATED BALANCE SHEET 
April 30, 1971 and 1970 


ASSETS 
CURRENT ASSETS 

Cash _... 
Marketable securities (Note a. 
Accounts receivable 

Trade. 

Other .. 
Refundable | income taxes (Note 5 : 
Inventories—at the lower of cost (specific and average) or market (less 

progress payments; 1971—$186,109; 1970—-$171,918) (Note B) 
Prepayments and other... 

Total current assets. 


FIXED ASSETS— AT COST (Note C) 


Less accumulated depreciation and amortization... 


DEFERRED CHARGES AND OTHER ASSETS 
Research and development costs (Note D) 
Patent costs (Note D) 

Cost in excess of net assets acquired (Note A) 
Notes receivable from officer of subsidiary 
Other deferred charges 

Other assets 


CURRENT LIABILITIES 
Curreat maturities of long-term debt... 
Notes payable—bank.... 
Accounts payable—trade. . 
Accrued liabilities 
Payroll 
Taxes other than income 


Total current liabilities 
DEFERRED INCOME TAXES (Note F) 
LONG-TERM DEBT, NET OF CURRENT MATURITIES (Note E). 
COMMITMENTS AND CONTINGENCIES (Note G) 
STOCKHOLDERS’ EQUITY (Notes H, | and K) 


Convertible preferred stock—authorized 600,000 shares of $1 par value; 


no shares issued 


Common stock—authorized 2,000,000 shares of $1 par value; issued and 


outstanding , 1971—721,620 shares; 1970—717,620 shares 
Additional paid-in capital. . 


Retained earnings (deficit) 


Less 9,333 shares of common stock reacquired 
and heid in treasury—at cost 


1971 


$ 144,796 
82,000 


652,731 
5,606 
13,274 


775,726 
24,921 
1,699,054 


968,164 
431,802 


70,868 


$2,411,487. 


$ 202,838 
150,000 
379,974 


24,923 
26,304 


14,371 


798,410 


1,417,195 


721,620 
1,018,191 


(1,477,212) 


262,599 


er ES 
195,882 
$2,411,487. 


536,362 


1970 
$ 32,406 
776,109 


905,111 
13,981 
271,375 


1,165,361 


16,911 


3,181,254 


941,932 
343,868 
598,064 


477,083 
293,983 
58,446 
10,000 
33,371 
19,938 
892.821 
$4,672,139 


$ 379,682 
456,138 


29,949 
39,933 
15,007 


920,709 
156,539 
1,612,670 


717,620 
1,009,191 
322,127 
2,048,938 


66,717 


1,982,221 
$4,672,139 


The accompanying notes are an integral part of this statement. 
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CONSOLIDATED STATEMENT OF OPERATIONS 
Years ended April 30, 1971 and 1970 


Income 
Wot sales... OG a eke a ee 
OMGrINCOME. 2. ae le 


Costs and expenses 
Cost ci sales ee. Be 
Selling and administrative expenses.......... 
interest. 


Loss before income taxes and extraordinary item 


income taxes (Note F) 
Refundable 
Reduction in deferred tax credits resulting from 
current year loss carryforward. 


Loss before extraordinary item 


Extraordinary item 
Termination of Atomichron product line developoment— 
net of applicable income taxes (Note D)___.....---------..-..----------- 
NET LOSS.) 


Average common shares outstanding 


Per common share (Note L) 
Loss before extraordinary item 
Extraordinary item 
Net loss 


$2,539,218 
_ 
2,582,976 _ 


3,179,269 
477,379 


ee 
3,780,832 


1,197,856 


(12,707) 


___(94,847) 
~_(107,554) 


1,090,302 


709,037 
$1,799,339 


711,287 


phsihdbs? heateectioo 


$1.53 
1.00 


$2.53 


CONSOLIDATED STATEMENT OF ADDITIONAL PAID-IN CAPITAL 


Years ended April 30, 1971 and 1970 


Additional paid-in capital—beginning of year... ee 
Proceeds in excess of par value of common stock 
Issued under stock option plans 
(1970—6,280 shares)... te ee 
Issued upon exercise of warrants 
(18000 Shares) 
Excess of fair market value over par value of common stock 
Issued upon acquisition of common 
stock of subsidiafies 
Additional paid-in capital—end of year... sees eee etree 


a LL 
$1,009,191 


9,000 


_ 51,018,191 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS (DEFICIT) 


Years ended April 30, 1971 and 1970 


Retained earnings—beginning Of year... eee eee e eects et ttt tt es esttenert 
Net earnings (loss) for the year... eee etc tteteree te tates ans 
Retained earnings (deficit) —end Of year... 2... seececeee teeters etetertete tee 


meee 


$ 322,127 


ile 


(1,799,339) 


$(1,477, 212) 


$3,275,137 
15,185 


ae 


3,290,322, 


3,104,719 
509,796 
63,632 
3,678,147 


— 1 


387,825 


(203,000) 


~_ (203,000) 
184,825 


$ 184,825 


707,205 


1970 


$1,009,191 


1970 


$506,952 
(184,825) 


$322,127 | 


ee een encmagsitmentaentenaetie tt 
The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN 


FINANCIAL POSITION 
Years ended April 30, 1971 and 1970 


Working capital provided 
From operations 
Current 
Loss before extraordinary item Bae 
Depreciation and amortization of fixed assets 
Amortization of research and development, patent costs and 
costs in excess of net assets acquired 

Reduction in deferred taxes... 


Working capital used for current ueruians 


Extraordinary 


Termination of Atomichron product line isis cabo eee 


Working capital provided from or (used in) operations... 


Issuance of Common stock in connection with options and warrants__..._... 


Additional long-term debt 


8% % senior and 7% convertible subordinated notes....___....---.------------ 


Other... 
Increase i in deferred taxes arising from refundable income taxes 
Other... 
Decrease i in working capital . 


Working capital applied 
Additions to fixed assets - eee 
Additions to deferred charges primarily research 
and development costs... 
Acquisition of treasury stock 


Reduction in long-term debt .............--.-------------------- n-ne 


increase in working capital... 


$(1,090,302) 
98,539 


123,664 
(94,847) 
~~ (962,946) 


(709,037) 
650,995 
(61,692) 

(1,082,680) 


11,159 


36,330 
1,359,901 


$3 324,7 701 


$ 69,153 
48,922 


206,626 


$ (184,825) 
92,533 


82,373 


(9,919) 


(9,919) 
52,697 


1,250,000 
40,695 
64,000 

4,749 


$1,402,222 


$ 120,038 


412,429 

66,717 
385,087 
417,951 


o 324,7 70% 


Frequency Electronics, Inc. and Subsidiaries 


$1,402,222 


The accompanying notes are an integral part of these statements. 


Note A—Principles of Consolidation 

The consoidated financial statements include the accounts of the Company 
an4 2) of its subsidiaries which are wholly owned. = In consolidation all 
intercompany accounts and significant transactions were eliminated. 


Costs in excess of net assets acquired are being amortized over ten years be- 
ginning im the current fiscal year. Amortization of such costs amounted to 
$7 144 for the year ended April 30, 1971. 


Me area Aprit 30, 1971 consisted of 
he enventory at Apri : consisted of: 
’ Pt pa Set $191,720 
Work in process 770,115 
Total 961,835 
Less progress payments 186,109 
$775,726 


Mote C—Fixed Assets 

Depreciation and amortization are based on the straight-line method at rates 
based on the following estimated years of useful life and on the following 
amouats Amount 


Description 1971 Years 


Machinery and equipment $744,219 
Furniture and fixtures 95,830 
Leasehold improvements 31,563 
Capitalized leases 96,552 


sase1e4 F4,932 


Life of lease 


Depreciation and amortization expense amounted to $98,539 and $92,533 for 
1978 and 1970, respectively. 


Note B- Yelerred Research and Development and Patent Costs 

At a meeting of the Board of Directors in May 1971 a resolution was adopted 
app:ovsng the termination of the development and marketing of the Atomichron 
prodsct line. Accordingly, unrecoverable costs associated with this project were 
written off as of April 30, 1971 and are presented as an extraordinary item in 
the accompanying financial statements. The related costs were as follows: 


Research and development $355,713 
Patents 262,966 
inventory 128,000 

fixed assets, less accumulated depreciatici: 
of $10,605 32,316 
778,995 


Applicable income taxes (including deferred 
of $61,692) 69,958 
$709,037 


Amo:t-ration of research and development and patent costs charged to opera- 
trons were as follows. 


1971 1970 
Research and development (amortized Coane ee 
over five years) : 
Atomichron $53,452 $26,726 
Other 24,630 
Total : $51,356 
Patents ee 


Atomichron $31,017 $31 017 


CAS Frequency Electronics, Inc. and Subsidiaries ; 


Note E—Long-Term Debt 
Long-term debt of the Company censists of the following: 


Current Noncurrent 
Total maturities maturities 
Notes payable to bank payable in ee 
quarterly installments to October 
1971 plus interest equal to 1% over 
the bank’s prime rate for 


short-term iorrowings 4 § «75,000 §$ 75.000 


8% % senior note tue 
October 1, 1981 


7% convertible subordinated 
note due October 1, 1981 


750,000 83,000 667,000 


500,000 500,000 


Notes payable to National Radio 
Company, Inc. payable annually to 
February 1979, without interest.......... 

Capitalized lease obligations payable 
monthly to 1975 including interest... 35,033 12,338 22,695 


Total $1,620,033 $202,838 $1,417,195 


260,000 32,500 227,500 


The $750,000, 8%% senior note due October 1, 1981, is , ayable to Massa- 
chusetts Mutual Life insurance Company and requires annua! principal 
payments of $83,000 commencing October 1, 1971, and semi-annual interest 
payments. 


The $500,000, 7% convertible subordinated nots due October 1, 1981 also 
payabie to Massachusetts Mutual Life Insurance Company, requires annual 
principal payments of $71,000 commencing October 1, 1975 and semi-annual 
interest payments. The note is convertible into common stock at $5.75 per 
share to maturity. The Company has reserved 86,957 shares of common stock 
for this purpose. 


Under the terms of the life insurance company loan agreement, as modified, 
they require amonz other things: limitations on the sale, transfer or mortgaging 
of property, borrowing of current funds, leasing of fixed assets, making loans, 
pledging credit or paying dividends and the maintenance of a minimum con- § 
solidated working capital as defined. One-half of any proceeds received from 
sale, if any, of Atomichron assets (Note 9) are tc be appiied to the prepayment 
of the 834 % senicr note. 


The notes payable to National Radio Company, Inc. are subject to a security 
agreement and financing statement covering all assets purchased. The value of 
such assets purchased in February 1969 was approximately $700,000. (See 
Note D.) 


The Co:; cay capitalized machinery and equipment rented under varicus leases | 


having initial terms of three to five years. (See Note C.) 


Note F—Deferred Income Taxes 
The Company had deferred to future periuds the income tax effect resulting 
from timing differences between financial statement pretax and taxable in- 


come, arising from the treatment of research and development costs and 
depreciation. : 


The reduction in tne operating loss in the current period stated at $94,847 
represents the effects of offsetting the deferred tax credits by the tax effects 
of the operating loss carryforwards. Such operating loss carryforwards amount 
to $1,706,000 and expire in 1975 and 1976 in the amounts of $136,000 and 
$1,570,000, respectively. 


Refundable income taxes consist cf the recovery of taxes paid in prior years, 
resulting from carryback of net operating losses. 


April 30, 1971 


Note G—Commitments and Contingencies 

Litigation 

The Company instituted an action against Diapulse Corporation of America 
(Diapulse) and others in February, 1968 in whch it has claimed substantial 
damages resulting from the termination of a contract then existing between 
the Company and Diapulse. The defendants have counterclaimed for 
$2,000,000. In the opinion of counsel for the Company, the counterclaims 
are without merit, but no opinion can be given as to the possibilities of 
recovery by the Company in this litigation. Expenses incurred in connection 
with this litigation have been charged to earnings. 


Leases : 

The Company occupies plant and office facilities under a lease expiring in 
1990 and requiring annual rentals of $51,000 plus real estate taxes, insurance 
and other charges. The rent paid under the lease was $92,000 in 1971 and 
$89,000 in 1970. 


Commitments 


On April 28, 1971, the Company agreed to purchase land and a building in 
Woedside, New York, previously leased and used for the operations of a sub- 
sidiary, for $45,000. In June 1971 the contract was closed and the purchase 
price paid. 


Note H—Stock Options 


The Company has two Stock Option Plans and has granted nonqualified stock 
options to certain officers and directors 


A Restricted Stock Option Plan under which 40,000 shares were reserved was 
adopted in 1962. Option prices are not less than 85% of the fair market value 
of the underlying common stock determined on the date the option is granted 
and such options are exercisable for a period of ten years. No options were 
exercised during the year. At April 30, 1971, options for 400 shares at a price 
of $1.28 per share remain unexercised. 


The Company also has a Qualified Stock Option Plan adopted in 1965 under 
which 40,000 shares were reserved. This was increased te 45,000 shares on 
August 28, 1969. Option prices are not less than 100% of the fair market 
value of the underlying common stock determined on the date the option is 
granted and such options are exercisable after one year at the rate of 20% 
annually (on a cumulative basis) for five years. No options were granted or 
exercised during (he year At April 30, 1971 options for 24,320 shares at 
prices ranging from $4.00 to $8.00 per share remain unexercised and op 

{ions for 18,100 shares were available for future grants 


ACCOUNTANTS’ OPINION 


Board of Directors and Stockholders 
Frequency Electronics, Inc. 


The Company has from time to time granted nonqualified options at the fair 
market value of the shares on the date of grant. The options are exercisable 
for five years and are subject to certain restrictions on transferability of 
the shares obtained on exercise. At April 30, 1971, options for 41,000 shares 
at prices ranging from $4.00 to $5.00 per share remain unexercised. 


The excess of the consideration received over the par value of the common 
stock or cost of treasury stock issued under these option plans has been 
recognized as an increase in additional paid-in capital. No charges are made 
to income with respect to stock options. 


Note |—Warrants 

In September 1968, the Company sold to its underwriters for $2,000 five 
year common stock purchase warrants, entitling the holder to purchase 
20,000 shares of common stock. The warrants are exercisable until September 
1973 at prices ranging from 114% to 128% of the public offering price 
($9.25) of the common stock. 


Note J—Marketable Securities 

The amount stated in 1971 of $82,000 repiesents original cost less a loss 
recognized in 1970 arising from a deciine in market value. The amount stated 
in 1970 of $776,109 represents market value which was less than cost of 
$811,109 at that date. 


Note K—Stock Bonus Plan 

The Company adopted a noncontributory stock bonus plan in 1966. The plan 
provides for contributions by the Company in its common stock, cash or a 
combination thereof at the sole discretion of its Board of Directors. Any annual 
contribution by the Company cannot exceed 15% of the earnings of eligible 


employees. There is no provision for profit sharing for the year ended April 
30, 1971 or for the year ended April 30, 1970. 


. 


Note L—Loss Per Share 

The computation of loss per share is based on the weighted average number of 
common shares outstanding during the year. Shares issuable on exercise of 
outstanding options are excluded on the basis that their effect is anti-dilutive. 
The 7% convertible subordinated notes are not considered a common stock 


equivalent and the effect in computing fully diluted earnings pet.sbare is 
anti-dilutive. 


We have examined the consolidated balance sheet of FREQUENCY ELEC- 
TRONICS, INC. AND SUBSIDIARIES as of April 30, 1971, and the related con- 
solidated statenients of operations, retained earnings (deficit), additional paid-in 
capital and changes in financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances We have previously 
made a similar examination of the consolidated finarcial statements as of 
April 30, 1970 as to which our opinion was qualified as to the ultimate realiza- 


tion of the research and development costs and the patent costs, in the amounts 
of $477,083 and $293,983, respectively, charged to operations in the year ended 
April 30, 1971, as desciived in Note D. 


In our opinion, the financial statements mentioned above present fairly the 
consolidated financial position of Frequency Electronics, inc. and Subsidiaries 
at April 30, 1971, and the consolidated results of their operations and changes 
in financial position for the year then ended, in conformity with generally ac- 
cepted accounting principles applied on a consistent basis. 


y 


New York, New Ydtk 
July 17, 1971 
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j ; ' AGREEMENT 


This Agreement made as of the 2774 day of June, 1969 be- 
tween National Radio Company, Inc. ("NRCL") and Frequency Electronics, 
“ne. (VEL). 


WITNESS: 


Whereas, on or about February 3, 1969 NRCI and FEL executed, 
delivered and exchanged a certain agreement entitled "Purchase and Sale 
Agreement" hereinafter called the "Agreement'', and 


Whereas, the Agreement provided for delivery by NRCI to FEI 
of certain chattels or property, and in connection with such delivery, 
certain apparent deficiencies have been disclosed and alleged by FEI, 


| It ie agreed: 


4 
1.) That FFI shall be entitled to a credit for the agreed 
Z value of certain items of property, to be epnlied against payments each 
in ‘the sum of $32,500 on a certain note in ‘> original face-amount of 
$325,000 dated on or about February 3, 1969 (the "Note') $2,500 of 
i such credit to be used by FEI against the first payment under said 
Note, due on or about February 3, 1970, and the balance of such credit 
k to be used by FEI no sooner than the second payment under said Note, 
_which "second" payment is due on or about February 3, 1971, said credit 
; to be as follows: vel 


a) For One (1) 2001 Atomichron---- _ $13,000.06 
b) For One (1) Hydrogen Puro-Dryer-~-- || 1800.00 
Total, ' $14,000.00 


2.) That in the event that NKCI does not deliver or cause 
to be delivered free and clear to FEI certain items of "GFP" being ite 
#38 and #57 and #78 on Exhibit "A" attached to amd forming a part of 
the Agreement in or within forty-five (45) days from date hereof, FEI 
shall be entitled to a further credit against a payment of $32,500 on 
the Note, such credit to be taken not earlier than the second pay- 
ment on the Note, as aforesaid, and to be in the sum of $9,000.00. 


3.) That the following language in the "Security Agreement" 
executed by FEI in connection with the Agreement, (said Security 
Agreement being Blumberg Form X-7&) be and the same hereby is deleted 
from the Security Agreement: ao 
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"b.) All property, goods and chattels of the same classes 
as those scheduled, acquired by the Debtor subsequent to the execution 
of this agreement afd prior to its termination." 


4.) a.) That all claims of or by FEI arising out of or in 
connection with the Agreement with regard to the delivery or non- 
delivery ot property listed on Exhibit "A" to the Agreement, be and 
they hereby are satisfied, released and forever discharged. 


b.) FEI hereby assigns to NRCI any and all rights against 
the “carrier” with regard to said delivery(s) or non-delivery(s). 


In Witness Whereof, the parties hereto set their hands and 
-geals this day of June, 1969. : 


NATIONAL RADIO COMPANY, INC. 


. | By_ ) ery if = wt 
| ; ( vl : 


FREQUENCY ELECTRONICS, INC. 
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SUBJECT: 


DESCRIPTION: 


AMOUNT: 


METHOD OF 
PAYMENT: 


METHOD FOR 
DETERMINING 
MARKET VALUE 


(OF STOCK: 


‘ROYALTIES: 


ACCOUNTING: 
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LETTER. AGREEMENT 


Agreement between National Radio Company, Inc. and 
Frequency Flectronics, Inc. for the purchase by FFI 
and. the sale by NRC] of its Atomichron linc, .Ay Ac 


36 BEcen bls 176d, 


Generally ‘eeserihec as the cosium beam resonator and 
peripheral electronic assemblies, sub-assemblies and 
accessories and all business, vatents, data, rights, 
inventories and all equipment related thereto, in- 
cluding but not limited to the items listed on 
Exhibit A attached hereto and made a part of this 
agreement, 


$733,000 Purchase and sale price. 


$208,000 cash at closina, 

200,000 note due in 18 months from closing bearing 
no interest and payable jin cash or registered 
common stock of FEI (assuming this is per- 
mitted under SEC reaulations), at option of 
buyer, provided market value of stock is in 
excess cf $10.00 per share at due date. 

325,00u payable on July 31, of each year for the 
next ten (19) years beginning July 31, 1970 

____ in yearly increments of $32,500. 
$733,000 Total payment. 
Average of mean bid and 
ask price for last twenty 
trading days prior to 
due date of note. 


FEI will pay NRCI a royalty of 5% on all sales in 
excess of $650,00C per year for the cesium beam 
resonator standards for a perioa of ten years from 
date of closing. Total royalty shall not exceed 
$150,000 over the said ten (10) years. Additionally, 
FEI will pay to NRCI a royalty of 1% on all, such, saleq; 
starting with the first dollar of sales, during the 
years cleven through twenty, with no maximum on the 
amount of royalties paid, with respect to the said 1%. 


FEI will submit to NRCT fiscal yearly statements 
(May 2b to April 30) of accounting for royalties, 
prepared by their Certified Public Accountants no 
later than duly 31 of the following year. NRCI 


reserves the right of audit by its own Certified 
Public Accountants. : ; 


PAYMENT: Payment will be made in cash or equivalent each 


year, no later than July 31 of the year following 
FEI fiscal year. 


EXISTING FEI will assume, and aarees to hold NRCI harmless 

OBLIGATIONS: from, existing obligations with Gordon Fnginecring 
Company and Mr. J. R. Zacharias related to royalties 
only as set forth in Exhibits B and C attached and 
made a'part hereof. : 


NRCI CAUSES: NRCI will assign all causes of action presently 
accrued or pending, including without limitation 
causes for patent infringement provided FEI 
assumes al) risk and expense of such litiaation 
and provided that any net proceeds after reasonable 
expenses shall he shared equally by FEI and NRCI. 


CLOSING: As soon as possible but not later than 31 January 
5960. 


The agreement as outlined above was arrived at by 
Frank F. Oddi, representing National Radio Commany, Inc., and 
Martin B. Bloch, respresenting Frequency Electronics, Inc., at a 
meeting at the office of Frequency Electronics, Inc. on 25 November 
1968 and subsequent conversations by telephone between the same two 
individuals during the veriod 29 November and 30 December 1968. On 
29 November 1968, Mr. Oddi received the approval of Mr. L. C. Lerner, 
Chairman and member of the Fxecutive Committee, and Mr. Ray E. Horner, 
member of the Executive Committee, authorizing him to consummate the 
deal as generally outlined above. Mr. Abraham Lazar, Vice President 
and Board Director of Frequency Flectronics is authorized to sign 
this agreement on behalf of Freauencv Flectronics, Ine. 


It is understood that this agreement is subject to 
NRCI and FEI Boards' approval which Mr. F. Oddi and Mr. Lerner are 
confident can be secured from NCRI and Mr. Bloch from FFI. 


NRCI has agreed to furnish in support of this aqree- 
ment a list and details of patents, inventories and equipments unique 
to the subject product line. : 


It is intended that the ahove agreement is firm and 
final and that any obstacle or details in the legal rights will not 
serve to afford a means by which this agreement may be breached. 


“a 


It is understood and agreed that this agreement 
remains confidential until closing or until such prior date as 
“avthorized, in writing, by National Padio Company, Inc. and 
Frequency Electronics, Inc. All parties with knowledge of this 
agreement are bound to its confidence. 


NATIONAL RADIO COMPANY, INC. 


Frank F. Oddi 
President 


‘Accepted by: 
FREQUENCY ELECTRONICS, INC. NATIONAL RADIO COMPANY, INC. 


| fGubles eat 7 Ded, 


am Lazar, Vice President Frank F. Oddi, President 


Date Ce 26, hd CO Date OTT IS ee 
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PROMISSORY NOTE 
$325,000.00 Melrose, Mass. 
February 3, 1969 


For Value Received, 

Frequency Electronics, Inc., a Delaware corporation, 
hereby promises to pay to the order of National Radio Company, Inc., 
at its offices, 111 Washington Street, Melrose, Massachusetts, or 
such other place as the holder hereof shall designate in writing. 


the sum of: Three Hundred Twenty-Five Thousand ($325, 000) 
Dollars, payable in ten (10) equal annual installments beginning 
February 3, 1970, and annually on the 3rd day of February 
thereafter until the entire balance hereunder has been paid, 
‘such balance to be paid in any event in or within ten (10) years 
from the date hereof. 


This note shall bear no interest prior to maturity but shall 
bear interest in the event of default in the payment of any instaliment 
due hereunder at the rate of 1% per month on principal balances from - 
time to time outstanding until such overdue installment(s) is paid. 


Upon: the default in the payment of any sum becoming due 
hereunder, or any other default under this Note or in the performance 
and observance of the provisions of any mortgage, security agreement, 
credit agreement, or other agreement pertaining thereto, then all 
remaining unpaid installments of said principal sum and any unpaid 
parts thereof shall, at the option of the legal holder hereof, become 
immediately due and payable without further demand or notice, the 
undersigned hereby, jointly and severally, waiving such demand or 
notice, as well as demand, protest, presentment for payment, and notice 
of non-payment and protest, and also waiving any and all defenses on 
the ground of any extensions or pattial payments with respect to any 
installments or parts thereof which may be granted or accepted by 
the legal holder hereof from any of them, with or without the knowledge 
or consent of any other, before or after maturity. 


At the option of the holder, this Note shall become immediately 
due and payable without notice or demar.d upon the occurrence at any time 
of any of the following events: If the undersigned corporation is liquidated, 
terminated or dissolved, or, if any party liable hereon, whether as maker, 
indorser, guarantor, surety or otherwise shall make an assignment for 
benefit of creditors, or if a receiver of any such party's property shall 
be appointed, or if a petition in bankruptcy or other similar proceeding 


under any law for relief of debtors shall be filed by or against any 
such party. 


Promissory Note - $325,000.00 
February 3, 1969 
FEI - NRCI - Page 2 - 


If this Note is placed in the hands of an attorney for col- 
lection, the undersigned, jointly and severally, agree to pay all costs 
and expenses incident thereto including reasonable attorney fees. 


Without affecting the negotiability of this instrument, the 
undersigned, jointly and severally, if, and to the fullest extent, per- 
mitted by law, hereby also waive trial by jury of any and all issues 
which may be raised in any law suit, which may be brought hereafter 
against the undersigned, based upon or arising out of any claim of 
default in payment of this Note or any installment thereof. 


This instrument shall take effect as a sealed instrument 
and shall be governed by the laws of the Commonwealth of Massachusetts. 


In Witness Whereof, ana intending io be legally bound, the 
undersigned hereto sets its hand and seal. 


FREQUENCY ELECTRONICS, INC. 


py Mout In. Kb iremart) 


hereunto duly 


- 
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April 9, J370 


For Value Received, National Radio Company, Inc., a 
Massachusetts corporation ("NRCI") hereby assigns to Louis 
C. Lerner all its right, title and interest in and to a cer-— 
tain non-interest bearing promissory note dated February 3, 
1969, made by Frequency Electronics, Inc., a Delaware cor- 
poration, ("FET") payable to NRCI in the original principal 
amount of $325,000 whith is reduced by the prineipal pay- 
ment of $32,500 made by FEI on February 3, 1970, thereby 
leaving an unpaid principal amount of $292,509 aes of the date 
hereof, which amount is subject to reduction by an additional 
$20,500 in accordance with the terms of an Agreement between 
FEI and NRCI dated June 27, 1969. This assignment is subject 
to the Pignts, if any, of the Middlesex Bank, NA of Everett, 
Massachusetts. This assignment is without warranties and 
without recourse in any event. 

IN WITNESS WHEREOF, the undersigned hereunto sets its 
hand and corporate seal as of the date first written above. 


[Corporate NATIONAL RADIO COMPANY, INC. 
Seal ] : / 


a 2 7 


/ om : ‘ 
Phe ee ee 
/ / 


Louis c. Lerner 


Consented to by: 


™“ 
~~ 


“Wiiddiesex Bank, NA 


LLL WastitiGTON STRELT, MLLROSE, MASS. 02176 TWR 617 - 6043172 


April 24, 1970 


pire Svar te Pane 
Mr: Louis C. Lerues f 
445 Park Avenue, ( J J. HORN 
*k = 10022 ae 
New York, New York 10 ae 19 197? 


Dear Mr. Lerner: : : 7 PN itieeecse 


This is to confirm a transaction which you undertook at the Company's 
request at a time whcn the Cormpany needed both cash and the retirement of 
bank debt. At our recuest you acquired from the Company two promissory 
notes in the original principal amounts of $200,000 and $325,000, and accepted 
the endorsement of these notes “without recourse”. These notes were issued 
by Frequency Electronics, Inc. of New Hyde Park, New York, in favor of the 
Company, said FEI also having executed a security agreement therefor. The 
notes and the security agreement were pledged with the Middlesex Bank, N.A. 
to secure a loan in the amount of $270,000. You also made arrangements 
whereby the Company wes released from liability to the Bank in connection 
with the payment by you of the purchase price suggested by the Company of 
$323,000, to include the assumption of the debt and the payment of cash to the 
Company's acc unt. 


In connection with the aforesaid transaction, it is understood that, apart 
from the notes, you are to have no direct rights under the agreement between 
the Company and FEI, including any rights to the royalty provided for. You 
are also subject to the terms of an amendment to said agree: nt executed in 
June, 1969, which invol es a credit which can be set off by FEI against the 
notes. Of this credit, $2,500 was applied against the payment of $32,500 in 
February, 1970, which the Company received. You recognize that in purchasing 
these notes that this payment has been made and that your purchase price took 
this into account. In view of this agreement continuing in effect, the Company 
agreed with you as a part of this transaction that it will provide you with any 
and all financial information of FEI it obtains under said agreement. It further 
agrees to indemnify you <gainst, and will come ‘a and defend, any setoff or 
counterclaim made by FEI against you or the holder of said notes in any action 
to realize thereon, if said setoff or counterclaim is based on any action of the 
Company. This, of course, does not include the credit referred to in the June, 
1969, amendment to the basic FEI agreement, which you accepted in agreeing 
to the purchase price. 


° 


Clonee in OC cimanieation Soe 1914 
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It is also uncerstood that you are to have proper notations placed 
on said notes of payments made to date, and a refercnce to the June, 
1969, amecnument to the basic FEI agreement. 


Copies of the FEI] agreement, the amendment of June, 1969, the 
notes, the security agreement and the arnended security agreement are 
attached hereto. 


Again, the Company wishes to reitcrate that this transaction was 
suggested to you in order to provide the Company with required cash and 
debt servicing; that the price suggested by the Company was fair and 
reasonable; and that you effected the transaction with full knowledge of the 

facts involved. If the foregoing is a correct statement of the transaction 
and the obligations of the parties, kindly affix your signature to the copy 
hereof delivered with the original, and return same to the Company. 


Very truly yours, 


NATIONAL’ RADIO COMPANY, INC. 


BY 


ouis C. Lerner 


Approved by the Board of Directors, 
Mr. Lerner not participating, on 
April 24, 1970. 


/ vl Oo Ufeess 
Pa 


ASSIGNMENT 


1969 


November 6, 


For Value Received, National Radio Company, Inc., ('""NRCI"), 

a Massachusetts corporation having its office in Melrose, Massachusetts 
i hereby assigns and endorses to Middlesex Bank, N.A., (the ''Bank'’) “ 

a banking corporation having its principal office in Everett, Massachusetts, 
: as collateral for a loan of even date in the sum of $300, 000,two (2) 

‘ gertain promissory notes dated February 3, 1969 in the face amount of 

4 $200,000 and $325,000 respectively* in which notes Frequency Electronics 
| Inc. a Delaware corporation having its office in New Hyde Park, New York, 
is Maker and in which notes NRCI is payee and the holder. The Bank is 
hereby vested with all the rights of a 'Secured Pary'' under the Uniform 
a Commercial Code with respect to said collateral, including without t 
limitation, the right to enforce said notes as holder in accordance with 
their terms. 


In Witness Whereof, the undersigned hereto sets its hand and 
corporate seal as of the date first above written. 


NATIONAL ane COMPANY, INC. 


BY a a ve nese Cae rots Ve 


*Said $325,000 Note is subject to credits 
totaling $23,000 as per agreement attached 
and made a part hereof. 


ea ee 
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NATIONAL 5 ADIO_ cO., INC. 111 Washington ¢ Street Melrose, M Mass._ 


Comment Cont. Questioned as to the results of operations apart from the designation of 
pril 30, 1970 assets, Sweency said that the company will show a loss of about 

$900,000. It would appear that the loss will throw the company into a 
default position under its loan agreement with the note holders, although 
he did not say that this would be the case. Because of the involved situati 
of National, plus the possibility which would exist that a draft would be 
made against the letter of credit, the request was turned down with the 
answer, that we were_ not pr epared to advance any additional funds to the 
company currently outs Jtanding which would be jointly to National and 
Lerner, '$350, 000 to the former and $50, 000 to the latter. It is understoc 
that as soon as assignments can be completed, that Lerner will take over 
the National position as we currently have a ncte signed individually for 
$400, 000 and against which we have advanced $50,000. It should be noted 


if that Lerner has put up a $100,000 interest bearing CD for the term of his 


loan. National continues to carry the $54, 000 time open account which 
Lerner also will take by assignment. Lerner individually has several 
accounts running in the low five figures. In addition, we have the Plated 
Wire & Electronics account, a subsidiary of National, running in the low 
five figures, and Victoria Investment Co. has a non-interest bearing CD 
with us for $50,000. 


«. nals The Early Warning Bulletin dated July 16, 1970 iists an attach 
“ ment een inet Nationa) Radio Co., Inc., 99- 111 Washineton Stree 
07 Melrose, for $8,960 by Austin Hasting Co., Inc. 
1.8) 
7,82 
uly 17 0 
a Re. A. ihe Fred Sweency today reported that the State Street Bank has brought in 
H.G.H. -7 George Fricdlander and his Exeter International Co. and management 
Cc. P. ae consultants. State Street also advanced $250, 000, taking a security inter 
ri ria. ta in all fixed assets. This enabled the company to reduce its trade debt fra 
Q.J3.8. $2,200, 000 to approximately $1,400,000. He reported that the backlog hm 
ft July 28, 1970 improved somewhat, but overall conditions are not too favorable. 
3. A. leynch* : Steve Lerner reported that today, National filed under Chapter II in 
H.G.H. _U.S. District Court, Boston. Trading has been stopped. The debtor wig 
i Cr. 4 “ continue in possession. 
Pose he” 


QF 
August 11, 1970 
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+ The company continucs owing $270,000 here with $54,000 being held in 


a time open account. The collateral is represented by notes due from 
Frequency Electronics, Inc. of Long Island. The company has been 
extremcly tight, cash position, and about two wecks ago, we advanced an 
additional $80, 000 against previously pledged collateral with the under- 
standing that the total loan would be paid out from proceeds of a $400, 000 
loan to Louis C. Lerner.with the latter collateralized by the notes due fron 
Frequency Electronics, Inc. and additiona) listed and unlistéd securities 
owned by Mr. Lerner individually. 


Talking with Fred Sweency, the Controller, on “pril 28, he said that the 
deal for the sale of Color-Sonics products is 51ii} in process of being 
negotiated. They have received the first $25,000 and expect to reccive a 
letter of credit for $100,000 within a few days. The claim against the 
government is set up for June 1970 dockett by the Armed Services Board 
of Contract Appeals. They are currently working on obtaining a bond for 
$330, 000 backed up by a letter of indemnification to the bonding company 
to free up an additional payment of that amount by the government. He sai 
that the statement carrics about $1,500,000 in claims due from the 
government but the final figure should com? out around $1,000,000. In 
passing, it was noted that the stock of the company reached a 15 year low 
earlier this week at 31/8. Book value of the stock is 2 1/2 with a tax loss 
available of $1,500,000 which would increase the book to 3 1/4. 


We were requested by Lou Lerner today to consider writing a letter of 
credit for National Radio Co., Inc. in the amount of $330, 000 as a stand- 
by to allow the company to bond a claim by the government which had been 
discussed in previous comments. We obtained additional information fron 
Fred Sweeney, Controller, regarding the contract which was for Naval 
Flectronics, G. R. 17, the original amount, $3,288,513.75. The basis o 
the claim is a late delivery penalty claim; $328, 851.38, against the 
company. According to Fred Sweeney, this resulted from a delivery date 
of May 1, 1968 and delivery was not met because the government came thi 
with a change order in March of 1968, saying that delivery would not be 
accepted without the changes, and changes could not be made within the tir 
allotted before the original delivery date. This is the basis of the claim 
and it goes before the Services Contract Board of Appeals in June of 1970. 
However, it was stated that this could drag on for up to 18 months. The 
government is prepared to pay the $330,000 immediately, provided the 
company is bonded to show the ability to repay the $330,000 should there lg 
an adverse ruling to the company. Going further on the National situatior 
Fred Sweency reported that the audit has been completed, but there is stil 
discussion going on between management and the accountants regarding 
classification of certain assets. The American Stock Exchange has been 
promised that figures will be released by the early part of next weck. 
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ATIONAL RADIO co. ; INC. 111 Washinton Street Melrose, Massachusctts 


SSeS Ee Sas Se eee 


A. nl Today loaned 1 $300, 000 for 120 days at 1% over prime secured with under- 
| ie lying collateral as follows: (2) notes of Frequency Electronics, Inc. 
 1.S. $200, 000 and $325,000 respectively (less a credit of $23,000) and an 
P.J.R. ] assigned sccurity interest in the collateral of the so-called Automichron 
Ic. P. 0 division purchased by Frequency. We cived an agreernent from State 
ovember 7, 1969 Strect Bank that their security interest did not cover items in our 
financing and a statement from Lou Lerner that he would see that we were 
taken out, if requested, after 120 days. The first $29,500 from 
Frequency is due within the term of our note. 


A-new account has been opened with the proceeds and was immediately 
debited for $60,000 which was put ina non-interest bearing time open 
account. 


The loan of $390,000 made in November is scheduled for payment on 
March 6%’ It was reduced by $30,000, the first payment from Frequency 
Electronics, Inc. Lou Lerner and Fred Sweeney jointly requested a 
renewal of the balance to August 2? when the next $200, 000 would be due 
from Frequency. On March 2, Fred Sweeney said that the audit for 
National is a long way from being complete. Based ona volume for the 
year of $13, 000 the said that operations would be $40, 000 either way, 
profit or loss. The immediate problem with the company seems to be 
the Color Sonics. He said that the Harris poll came up with a good 
report on the product but they are having a very difficult time in getting 
financing. It still appears that this may have an adverse effect on 
National operations if the situation is not resolved. He said that first 
quarter operations for National will show sales in the $2,500, 000 to 
$3,000, 000 range, a decrease in line with the cut-back in government 
spending. He estimates about a 5% profit for the first quarter. For the 
full year of 1970, with the backlog currently on hand, sales should 
approximate 1969 totals. He notes one basic difference in government 
work. The company formerly was able to take research and engincering 
contracts, counting on the production contract being awarded and the 
profit would be on the production end. Now they find the government 
letting out the research projects without following up with production 
awards, and, as a result, National has had to be leary of this type of 
contract. On March 4, he will be in Washington before the Board of 
Contract Appeals looking for a part-payment of $329,000 in the claim tha 
the company has against the government. In lieu of obtaining that, they | 
will apply for a direct loan from the U.S. Navy. He reported that 
inventories were not matcrially reduced at year-end, but that at the end 
of February, the condition of the inventory has been improved. Regardin 
the principal bank status, he reported that the State Street is currently 
owed $2, 300,000 on the same basis as previously, and he mentioned that 
that bank is much concerned about the Color-Sonics situation. A check 
will be made with State Street for current information before approving 
a renewal of the present balance outstanding. 
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Fs RADIO CO., INC. 111 Washington Street Melrose, Massachusetts 
mment Cont. previously mentioned division plus some unprofitable government 
ovember 4,1969 contracts and because of investments made in the subsidiary, Color-Sonid 
Inc. Color-Sonics manufactures an audio visual device for the industria 


market. Up until recently, market potential and realization and 
expectations for the product line were hampered by reliability problems. 
These are now reported to be successfully resolved. If certain market 
tests which are currently underway succeed, the company has a market 
contract potential which is in excess of $7,000,000. For the 9 months 
ended 9/30/69, sales were $9, 393, 000 as against $7, 087, 000 in 1969 for 
the corresponding period and the loss this year was $50,000. Without 
comparable figures for 1968, other than that the total-for the year was 
$883, 000 which included substantial year-end write-downs. Current 
backlog is reported in excess of $12,000, 000 as against $16, 000, 000 
coming into the year and current projections show better than break-even 
operations for the last quarter. In connection with one particular 
contract, it was said that the company had a claim against the governmen 


of around $2,000, 000 and it is felt that at least $1, 000, 900 can be s 
eventually realized.’'-*""'¢# +” ™ ventory Fee TP eee ee)” 


We questioned the ability of the company to repay any advance at this timcg§ 
e other than from proceeds of the aforementioned Frequency Electronics 
notes. Today Lou Lerner called back to say that right at this time, 
additional equity is being negotiated thru Baer, Sterns Co., New York, fo 
: somewhere between $750, 000 to $1,000,000. He would also expect an 
increase in working capital as a result of profits to be realized from 
current inventory and would expect some settlement on the government 
& claim to add additional funds. In any event, if we set a 4 month term on 
the obligations, he would personally see that the loan was taken out, 
even though he would not consider personally guaranteeing the obligation 
a at this time. 


Taiking with Sweeney previously, he mentioned that since taking over as 
president, Ray E. Horner, had changed the organization around to his 
way and had brought in his own men in key positions. Horner took over 
as president on 2/28/69 after having been clected executive vice president 
on 6/28/68. He previously was general manager of the Urbana Illinois 
operation and prior to that was with G.E for 10 years.in various manage 
capacities. The latest annual report of Frequency Electronics, Inc. was 
submitted together with a clipping from the Electronic News on 10/13/69, 
to the cffect that the company concluded a $1.25 million dollar financing 
agreement with Mass. Mutual Life Insurance Co., Springficld, Mass. 
The president of the company, Martin B. Bloch, said the agreement was 
the form of two notes, the first in the amount of $750, 000 at 8 2/4% due 
10/1/81 and the second note for $500,000 at 7% is a convertible subordinag 
note also duc on the same date. 


918 


Bc. P. Driscoll - Have an inlirect position with this comp: any in that we hold a tol of 
i. G. iL. aa $150, 000 plus in assigned leases to the Chandler borrowing, an well 
J.A.L. -< "| odd in their stock as collateral to the J.crner-Victoria loans. 
i a 
February 23, 1968 
U 
5 J. A. Lyach This is a current account of the State Street Bank where the company § 
N.G.H. a $2,300, 000 line which is presently being used in full, This is secu 


by accounts receivable, contract rights, general intangibles and 
inventorics. ~ 


| 

| On October 31, 1969, received a call f10m Mr. Lerner in New York 

requesting that we consider discounting two notes of Frequency 

i Elect: ties, Inc. for $500,000 for 120 days. Notes have a face value 
ef approximately $522,000 and arose from the sale of the Atornichron 
Division. National realized sorne $200,000 plus in the deal and the 
notes were scheduled for payment - $30, 000 - 2/3/70; $200, 000 8/3/71 
$12,060 - $/3/71 and subsecuenily § at $32,500 annnially on the sani fq 
Proce:ds of the discount would be used for general working capital 

| purposes. 


Sit seGticiil. 4. 4 dover ney, Cocivelicr of the cor elt Ca 4G 
writer to tucthes explain the iaures of Nations). parti tl) ig fons 
tion with.the loss of £82,000 in 1968. The loss resulted from the 
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NAVIONAL 


kegular Meeting 


A regular méetine of the Board of 
oOmpany, In. was held on 


t the office of Lerner & Co 


“JIO COMPANY, INC, 


& of the Board of Directors 


April 24, 1970 


Directors of National Rad: 
Priday , April 24, 1970 at 10:00 Aa 


*y 49G., 10 Post Office Square, 


'-5 PUPSUant Co notice Guly given. All directors 


andergan, Jr 


i 


secretary. Messrs, Shaps, 


OY invitation. 
| the Chairman stated 
opies of the minutes of 
be Ld accept a motion to 
Drove them as written, 


Or. motion duly made 


VOTED: to dispense 


the previous 
held Maren 27. 
said minutes 


Nie 


eDQAGLS 


; 
h contract had been Sleaned Jor the 


eheavrzes ane PeViewed the 


Gpt Mr. Price. Mr. Louis c. 


+ acted as Sec 


“ip. Horner then presented 
various programs and Preposals on which 
bidding. He also indic 


> in connection with ouvstanding proposals. 


oss Were pre 
Lerner presided, and Mr. Walt 
retary pro tem in the absence of the 


Drake and Sweeney were also present 


Since all directors nad received 


the previous meeting of the Board, ha 


dispense with the reading of same anc 


5 


and seconded, it was unanimously 


witn the reading of the minutes of 
mceting of the Board of Directors, 


1970, and to accept and approve 
as written. 


his report and reviewed: the Stutus 


the Comnany is working 


aved possible timings in cbtaining ¢cn. 
he reported that 
Halo of 400 Cel 


: ; 
POVeSoiibes 


Uhis contract 


| 
reported that nmerotiatierns were in process for possible Franchise | 
sale in Canada for the Color-Sonics machine. He also outlined 
work being done by the Company for the possible development of 
other commercial products. Alter discussion; on motion duly made 
and seconded, it was unanimously 

VOTED: to accept and approve the President's Reporc. 

Mr. Lerner then outlined to the Board in detail a transac ction | 
whereby he burchased two promissory notes of Frequency Blectronies | 
inc. payable to the Corporation. There was also presented to the 
Board &@ letter dated Avril 28, 1970 from the Corporation co fy. 
Lerner outlining this transaction. Mr. Lerner also reported to 
j the ‘d that the United States government had indicated that it 
would oe willing to make payment to the Corporation at the present 


time of $328,000 representing the liquidated damage portion of a 


claim by the Corporation against the United States government, but 
it the covernment would be willing to make Such payment cnily if 
it obtained a surety bond from a surety company. He also advised 


that the surevy company which had been approached to obtain the 


Surety company a@eginst loss to the surety company in connection 
With Such OOnd. These various transactions were then Giscussedc 
at length by various members of the Board. Uhereupon, on motion 
duly made and seconded, Mr. Lerner not voting, it was 


VOUND:. §€O Qpprove and Fallfy a transaction whereby, 
bouis CC. Lerner purchased two promissory notes 
Of Frequency Electronics, Inc. payabiec to the 
Corporation in the respective srincipal amounts 
of $200,000 and 325.000, 211 as outlined in 4 
letter dated Apyvil 24, 1970 from the Corporacion 
to Louis C. Lerner and presented to the meeting. 


¢ 
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| 
Oond nad requested the personal f@uarantesc of Mr. Lerner Go tne 


| 


FURTHER 

VOTED: tO approve the furnishing by Louis C.. Lerner 
of a guarantce to a surety company in connec- 
tion with the rosting of a surety bond to the 
United States government in order to obtain 
immediate payment from the government of the 
liquidated portion of this Corporation's claim 
of $328,000 against the United States sovern- 
ment, and that this Corporation, at the first 


available ovportunity, take whatever steps may 
be necessary or appropriate to discharse Mr. 
Lerner from nis obligation to the surety company. 

Mr. Lerner then presented the Treasurer's Report. He 
reviewed Che Corporation's working capital situation and short ter: 
debt. At his request, Mr. Sweeney rresented to the Board an 
updated unaudited financial statement as of December 31, 1969, and 
os the various year-end adjustments reflected in such state 

He also reviewed current operating results and the working 
capital needs of the Corporation. Mr. Sweeney also outlined the 


Status of the year-end audit and various questions raised by the 


auditors in connection therewith. He also reviewed for the Board 


relative to an extension of time for the furnishing of year—ernd 
Statements to shareholders. After questions; comments and furthe.: 
discussion on these matters, it was, on motion duly made and 
seconded, unanimously 

VOTED: to accept and approve the Treasurer's Report. 


At the invitation of the Board, Mr. Normal Siegal then 


the results of recent discussions with the American Stock Exchan,. 
| 


Cntered the meeting and reported to the Board with res 
efforts he had been making on behalf of the corporation with a 


View tc raising of possible additional capical. 
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Mr. Sidney M. Price advising of his resignation from the Board 
of Directors of the Corporation in view of his retirement as 
President of the First National Ba 
move to Cape Cod. 


The Chairman then presented to the Board a letter from 
On motion duly made and seconded, it was unanimously 


VOTED: to accept with regret the resignation of 
Mr. Sidney M. Price as a member of the Board 
of Directors, and to request that the Chairman 
| of the Board convey to Mr. Price the apprecia- 
tion of the Board for his valuable services 
to the corporation over the years. 


ft was determined that the next meeting of the Board would 
be heid on Friday, May 22, 1970, at 16:66 AM, £.0.7., at the 


office of Lerner & Co., Inmc., 10 Post Office Square, Boston, 


Mass. 


There being no further business to come before the meetings 


o> 


on motion duly made ana seconded, it was unanimously 
VOTED: to adjourn. 
A True Record 
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DEFENDANT 
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Gideon Cashman, Esq. 
Harold E. Berritt, Esq. 
Pryor, Braun, Cashman & Sherman 


From: Clarence S. Lyon, Esq. 
Kenway, Jenney & Hildreth 


Subject: Frequency Electronics Claim of 
Infringement Against Hewlett Pack 
File XXH-015 


March 17, 19721 


1. Te TROY CTignr 

The purpose of this memorandum is to summarize for 
your information the results of our investigation of the 
Frequency Electronics claim for patent infringement against 
Hewlett Packard ("H-P") on account of H-P's manufacture and 
sale of atomic beam frequency standards. 

Frequency Electronics acquired certain patents 
formerly owned by National Company, Inc. of Melrose, 
Massachusetts relating to atomic beam frequency standards 
in 1969. We had previously opined to National Company by 
our letter dated November 20, 1968 that one of the patents 
subsequently acquired by pecs Electronics, No. 2,972,115 
issued to Zacharias et al was rather clearly infringed. We 
stated that another patent, No. 2,960,663 to Mainberger, 
might also be infringed. 

After Frequency Electronics acquired these patents 
you asked that we pursue this claim with Hewlett-Packard. We 


have engaged in correspondence with counsel for Hewlett-Packard 


| q 
« 


i 
and have considered the defenses raised by them to Frequency 
Electronics’ claim. This memorandum sets forth our conclusions 
with respect to these defenses. We have not gone into the 
teciinical details which support these conclusions, but would 
be pleased to discuss these with you or your client at a 
convenient time. 


Ti. HP DEFENSES WITH RESPECT TO 
ZACHARIAS EL AL PATES? No. 2.972.115 


nnn Sneed Mensenni ny 
Hewlett-Packard does not deny that its 5060A frequency 
standards infringe claims 3 and 8 of the Zacharias et al patent. 
They do allege that these claims are invalid by reason of: 
(1) failing to define invention over certain 
prior art which they have located which 
was not before the Patent Office; and 
(2) publication and/or public use by National 
more than one year before the Zacharias 
et al application was filed on October 29, 
1956. 
We have considered the art cited by Hewlett-Packard 
against claims 3 and 8 or Zacharias et al, namely the U.S. 
Ginzton patent, No. 2,462,857 and an article by Packard in the 
review of Scicntific Instruments for July, 1948 (pp 435-439). 
We do not believ: that the Ginzton patent is anticipatory of 
claims 3 and 8 of Zacharias et al. The Packard article is more 
troublesome and may be anticipatory of the invention disclosed 
in claims 3 and 8. There is an ambiguity in the Packard article 


and based on this it might be argued that the concept of 


Zacharias et al is not disclosed. However, we believe that on 


. a 


balance the concept defined by these claims would be held to 
be obvious over the teachings of the Packard article. H-P 
has also raised the question of prior public use or publication 
by National. The facts seem to be as follows. Prior to 
October 29, 1956, National Co.: 
(1) delivered an “engineered version" of an 

atomic beam frequency standard to the 

Naval Research Laboratory Frequency 

Standard Section in Anacostia, D.C. on 

September 6, 1956. Much of the glass 

work in this clock was broken on delivery. 

The device was to undergo testing by NRL 

to compare its performance with other 

stable oscillators; 

held a press conference at the Overseas 

Press Club in New York, N.Y. on October 3, 

1956 at which National's atomic beam 

frequency standard was displayed and 

demonstrated. 
National also handed out an advertising brochure prior to or at 
the October 3, 1956 press conference. Subsequent to the press 
conference articles of a general nature appeared in the New 
York Times and the Herald-Tribune for O[ctober 4&, 1956 and in the 


"Science in Review" 


column in the New York Times for October 7, 
1956. 

We have reviewed these various pabld eouions and do not 
find that they themselves disclose the invention. We are also 
not certain that the inventions claimed in the Zacharias et al 
patent was included in the units shipped to the Naval Research 


Laboratory or displayed at the press conference. However, 


assuming that it was, the question presented is whether these 


activities constituted public use or being "on sale". The 
question is a close one, but we believe that the offering for 
sale at the press conference probably was enough for a Court 
to find an offerine for salc. 

Thus, we conclude that claims 3 and 8 of Zacharias 
et al are probably invalid over the Packard article. If the 
concept defined by these claims was included in the National 
Company Atomichron's offered for sale on October 3, 1956, chen | 
the claims are probably invalid on this ground also. 

H-P has taken the position that the construction they 
use in their devices does not infringe claims 1, 2, 4-7, 9 and 
10 because the magnets used by them are within the evacuated 
tube rather than being external to it as required by these 
claims. We agree that these claims are so limited and from 
such evidence as we have as to H-P's construction, we would 
agree that the claims listed immediately above are not infringed. 


Lil. H-P DEFENSES WITH RESPECT TO 
MAINBERGER PATENT No. 2,960,663 


a ener: ante tate Witten 


H-P has taken the position that this patent is: 
(1) not infringed; and 


(2) invalid by reason of the same public use 
or sale discussed above. Since this 
patent was filed on June 26, 1958 anv 
publie use or sule prior to June 26, 1957 
would invalidate it. 


Cid 
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We agree that the clai. of Mainhberger require 
“switching means" and as taught in the patent, a switch is 
provided to switch between two separate lines, one of which 
is the in-phase and the other the quadrature output of the 
beam tube detector signal. In the H-P system used in their 
model 5060A a phase-sensitive detector is provided for each 
signal, and their output signals are connected to an ‘or 
gate and thence to an indicator. We believe that either the 
claims are in fact infringed, the "or" gate being the "switching 
means" or that the H-P construction is within the range of 
equivalents which should be accorded the Mainberger invention. 
The foregoing remarks apply to the H-P model 5060A which -P's 
counsel states was not sold commercially after 1968 and to 
the Government after 1970. 

The model 5061A, their present design, does not 
appear to infringe based on the limited information supplied 
to us by H-P. However, before coming to a firm conclusion on 

this point we would like further information concerning the 
nature of the operation of the H-P device. 

We do not know that Mainberger construction was 
included in the device sent to NRL in September, 1956 or in 
the devices offered for sale in October, 1956. A review of 
contemporaneous reports and my personal recollection would 
jndicate it was not. In any event, the burden would be on H-P 


to prove that it was in the wit and I would think this would 


gm 


be difficult, if not. impossible at this time. Thus, I do not 
believe that the Mainberger patent would be invalid by reasen 
Of the public use, sale, or cffering for aale in 1956 as 
alleged by H-P. 

Thus, on the basis of the evidence at hand I conclude 
that the Mainberger patent is valid, and infringed. I do note 
that H-P states that 80% of its sales of the model 5060A are 
to the Government. I know from personal knowledge that the 
research and development effort carried on at National Company 
which resulted in the Mainberger invention was largely, if not 
entirely, funded by the Government. We did not attend to the 
details concerming grant of licenses to the Government under 
National's research and development contracts. Thus we do 
not know for certain that the Government is licensed under the 
Mainberger patent but it is pro»able that it is. If so only 


the non-Governmental portion of H-P's sales would be infringing. 


IV. CONCIUSIONS 
After considerating the defenses raised by H-P to 
Frequency Electronic's allegation of infringement, we conclude 
that the Zacharias et al patent would probably be held to be 
invalid, but that the Mainberger patent appears to be both 
valid and infringed by Bers model 5060A. Based on present 
information H-P's model 5061A would not appea: to be an 


infringement of the Mainberger patent. 


Other patents of National, now owned by Frequency 
Electronics may also be infringed, but as to these we at 


present express no opinion. 
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HEWLETT WW) PACKARD 


I5O! Page Mill Road. Pulo Alto, California 94304, Telephone 415 326-7000. TWX 9IC 373 '267 


August 24, 1970 


Mr. Clarence S. Lyon 

Kenway, Jenney & Hildreth 

24 School Street 

Boston, Massachusetts 02.08 


Re: Your File XxXH-0O1L5 
Frequency Electronics, Inc. 


Dear Mr. Lyon: 


The delay in our response to your letter of 

June 19, 1970, is due to the fact that we are still 
investigating your infringement charges and the validity 
of the two Frequency Electronics patents. Only recently 
have we received the file histories of these patents 
from the Patent Office. We are presently in the process 
of formulating a position regarding these two patents 
and will let you know our views as soon as possible. 


Very truly yours, 
HEWLETT-PACKARD COMPANY 


fib. le 


Stephen P. Fox 
Legal Department 


SPF: law 
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Sot haga Mill Road Pala Alto, California OA JO4 lelephune 415 326-7000. TWX 9IO 373 IPO? . 


September 17, 1970 


Mr. Clarence S. Lyon, Esq. 
Kenway, Jenney & Hildreth 

24 School Street 

Boston, Massachusetts 02108 


Re: Frequency Electronics Inc. 
Your File XXH-OL5 


Dear Mr. Lyon: 


We have reviewed the Zacharias et al patent no. 
2,972,115 and the Mainberger patent no. 2,960,663 
enclosed with your letter of June 19, 1970. We have 
also investigated some of the early work in tke technology 
to which these patents relate. Our observations are 
presented below. 


Our 5060A Cesium Beam Frequency Standard does not 
infringe claims 1, 2, 4-7, 9 and 10 of the Zacharias et al 
patent because, among other reasons, our unit does not 
have deflecting magnets external to the evacuated tube. 
Instead, the magnets are internal to the tube. With 
regard to claims 3 and 8 of Zacharias et al, we have 
found that the use of a harmonic component of a resonance 
line output signal to indicate operation on the line was 
known in the art well before the filing date of the patent. 
See, for example, U.S. patent no. 2,462,857 issued to 
Ginzton et al on March 1, 1949, and an article entitled 
"A Proton-Controlled Magnetic Field Regulator" in THE 

EVIEW OF SCIENTIFIC INSTRUMENTS, Volume 19, No. 7; 
July 1948, pages 435-439. : 
she 5060A Frequency Standard does not infringe any 
claims in the Mainbergzer patent because our unit does not 
have switching means for connecting either the detector 
output signal or the output signal from a 909 phase shifter 
as one of the inputs to a phase-sensitive detector, as 
called for in all of the claims. Instead, our unit incor- 
porates a different system using two phase-sensitive 
detectors, one of which receives the output of the beam 
tube detector, and the other of which receives the output 
of 1 90° phase shifter. We monitor the in-phase and 
quadrature components of the beam tube detector signal 
continuously and simultaneously. 
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Mr. Clarence S. Lyon -2- Se, tember 17, 1970 


It appears that the subject matter claimed in the 
Zacharias ct al and the Mainberger patents was incorporated 
into the Atomichron Frequency Standard made by the National 
Company. This device was puvlicly disclosed more than one 

ear before the filing dates of the patents. Specifically, 
the Atomichron was shown to the press and demonstrated for 
industrial leaders and associates on October 3, 1956, at 
the Overseas Press Club in New York. Following the Press 
Club display, articles on the Atomichron appeared in the 
New York Herald Tribune on October 4, 1956, and in the . 
New York Times on October 4, 1956, (page 52) and October 7, 
1956, (page E-11). Also, Atomichron advertising booklets 
referencing a warning circuit and a lock-in indicator, and 
bearing a copyright date of 1956 were distributed at or 
about the time of the Press Club display. 


Several contract reports indicate that the subject 
matter of the Zacharias et al and the Mainberger patents 
was developed under contract with the Signal Corps and the 
Navy Research Laboratories. In particular, see the final 
report for Signal Corps Contract No. DA-36-039 SC 64653; 
the semi-final. report for Signal Corps Contract No. DA-36-039 
SC 74863; and the final report for Navy Contract No. Nonr 
1707(00), NR 375-750. Thus, it appears that the Government 
is licensed under the Zacharias et al and Mainberger patents. 
About 80 percent of our 5060A Frequency Standard sales are 
to the Government. As to this portion of our sales, we 
suggest that any charges of patent infringement be directed 
to the Government. In addition, the contract records 
indicate that at least one Atomichron was actually sold 
to the Navy and delivered on September 6, 1956, more than 
one year before the filing dates of the patents. 


In summary, our view is that the claims of the 


Zacharias et al and Mainberger patents are either not 


infringed by our 5060A Frequency Standard, or that these 

claims are invalid, and that the Government has primary 
responsibility for any question of patent infringement by 

units we sel). to the Government. We are, of course, interested 
in any comments you may have. 


Very truly yours, 
HEWLETT-PACKARD COMPANY 


fh. Cig 


Stephen P. Fox 
Legal Department 
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ISO! Page Mill Road. Palo Alto, California 94304, Telephone 415 326-7000. TWX 9IO 373 1267 


October 1, 1970 


Clarence S. Lyon, Esquire 
Kenway, Jenney & Hildreth 
24 School Street 

Boston, Massachusetts 02108 


Re: Frequency Electronics Inc. 
Your File XXH-015 


, 
_ . 
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Dear Mr. Lyon: 


There may be a delay of several weeks before we can obtain the 
information on the Model 5060A Frequency Standard which you requested in 
your letter of September 21, 1970. This is due in part to the fact that 
the 5060A has been recently superseded by a newer Model 5061 Frequency 
Standard. We will send you information on both of these models as soon 
as it is available. 


In the meantime, I am enclosing most of the other documentation 
you requested in your letter, namely the newspaper articles, the Atomichron 
advertising booklet and the information obtained from the Navy contract 
records. These items are identified in the attached Vist. 


Our copies of the Signal Corps and NRL contract reports are 
marked and unsuitable for duplication. In addition, the reports are fairly 
Tong, on the order of 100 pages or more each. We suggest that they be 
| obtained from the Defense Documentation Center, Cameron Station, Alexandria, 
Virginia 22314. Listed below are the contract reports along with the 
| appropriate identifying numbers used by DDC: Ce 
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/ Signal Corps Contract No. DA-36-039 SC 64653 oe 
Final Report: DDC No. AD-132-532t ‘ 

Signal Corps Contract No. DA-36-039 SC 74863 

Semi-final report: DDC No. AD-212034 


NRL Contract No. Nonr 1707(00) NR 375-750 
Final Report: DDC No. AD-121462. 


We will forward the remaining information you requested as soon 
as possible. 
Very truly yours, 
HEWLETT-PACKARD COMPANY 


tb, Oy 


Stepnen P. Fox é 
SPF saw _Legal Department 
Enclosures 
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October 13, 1970 


Clarence S. Lyon, Esquire 
Kenway, Jenney & Hildreth 

24 School Street 

Boston, Massachusetts 02108 


Re; Frequency Electronics Inc. 
Your File XXH-015 


Dear Mr. Lyon: 


Further to my letter of October 1, 1970, I am enclosing 
copies of pertinent portions of the operating manuals for 
our Models 5060A and 5061A Frequency Standards. Also enclosed 
is a copy of our U. S. Patent No. 3,397,310 illustrating a 
beam tube which in general form is the same as that used in 
the 5050A and 5051A Standards. As you will note, both 
models use a cesium beam tube in which the entire magnet 
assembly is internal, rather than external, to the sealed, 
evacuated enclosure. In this respect, our cesium beam tubes 
follow what was stated during prosecution of the Zacharias 
et al application to be the usual practice in the prior art. 
(See Amendment A.) 


The enclosed material illustrates that the 5060A 
Standard uses two phase detectors for the second harmonic 
and the quadrature components, respectively, (as well as a 
third phase detector for the fundamental signal). Also 
note that the Model 5161A Standard does not use the quadra- 
ture component of the fundamental of the beam tube detector 
outnout signal. Instead, a 45° phase-shifted component is 
used. <¢hus, neither the 5160A nor the 50614 Standard 
infringes the Mainberger patent. 


Model 5060A units were Last delivered to commercial 
customers in January 1968, and to the U. S. Government 
(Department of the Navy) in June 1970. Presently we are 
selling only the Model 5061A Frequency Standard. 


Very truly yours, 
HEWLETT-PACKARD COMPANY 
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en P. Fox 
Legal Department 
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November 20, 1968 


E. Whitney Drake, Esq. 
National Radio Company, Inc. 
Pil Washiazton Screct 
Melxose, Massachusetts 02176 


Dear Whit: Re: Possible Infringement of National Radio 
Company, Inc. Patents by Hewlett Packard 
Cesium Beam Frequency Standards oe 
In accordance with our various discussions, and the 
instructions we have received from you, we have reviewed the 
instruction manual supplied to us by Clarence Thornburg con- 
cexyning the Hewlett Packard Model No. 5060A Cesium Beam 
Frequency Standard. 


On the basis of this xevlew, we conclude that one 
ox more claims of the Zacharias et al Patent No. 2,972,115 
are rather clearly inrringed. It also appears that claims 
of Mainberger Patent No. 2,960,663 may also be infringed. 
As I indicated to you, while this conclusion is based on a 
review of the NatLonal Company patents and the manual, only, 
it is unlikely that our conclusion would be changed by further 
study of these areas. 


° 
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As I explained to you on Monday, it appears to us 
that National Redio has two possible courses of action in this 
situation. They can either write to Hewlett Packard notifying 
them of infringement with a view to possible settlement or 
alternatively we can bring suit against Hewlett Packard. The 
disadvantage of writing to Hewlett Packard is that Hewlett 
Packard might institute a declaratory judgment suit and heave 
the patents declared invalid or not infringed or both against 
National in a form which we would not consider favorable. 

The advantage in writing to them seems to me to be that if 
there is a disnosition on our part as well as theirs to settle 
the matter, writing them a letter is less likely to generate 
unpleasant feclings than is filing an action for infringement. 
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E. Whitney Dreke, Usq. -—e « 


Also, as we note in the attached memorandum, there are 
a muabex of othex patents in our portlolio which may or may “ot 
be dnivinged but as to which we canvot Form a judgment because 
of lack of infozwition as to the beam tube construction and 
other details of the Hewlett Packard device. 

I am enclosing: a copy of the memorandum which was prepared 
by my associate hr. Puhl for your information and puidence. 1 
will look forward to hearing from you further as to what action, 
{£ any, you want us to take with respect to this matter. 


Yours very truly, 


Clarence S. Lyon 
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“ Our firm specializes in patent, trademark and relatcd pecs 


“& Wildreth) through Meivin R. Jenney had represented Mat?.or2- 


_ Radio Conpany, Inc., formerly known as National Cos eAnys 
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PREMESCY ELECTRONICS, VNC. , 
Plaincifs, 
ranainst- 


myi0a4) BADIO CORPARY, IfC.,. and 
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Defendants. 
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Comadnwealth of Massachusetts) 


‘County of Suffolk ) sai 


f : : f, 
I, Clarence §. Lyon, being duly sworn on oatets 


-and szy as follows: 


Y 


1. I ama lawyer admitted to practice in the 


Com sdnwealth of Massachusetts. 


° fae ad 
2. Since February 1, 1958, I have been agneclare® 


wt ith the firm of Kenvay, Jenncy & Wildreth, 24 school. Str 
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boston, Massachusetts, first as an associate and latcr #2 r 


Zak GeV ES 


- 


3. At the time I joined Kenway, Jenney & wiléreth 


“February of 1958, our firm (then know as Kenway, Jenacy 
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CXational 2, wi th respect to patent and trademark mattecvs- 


i. Joinca the firm in February of 1958, E was assigned 


patent and trademark matters of National and T subs¢au 
full responsibility for this client. 
4. In comection with my work for Natio:.23 


meok the Prosceution before the patent office of tke 


“CC a] patent application, now ULS. Patent Ro. 2,912, 


{0 7 
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(the Mocharias patent"). Tre application for the Yowhar bas 


patent had been filed privr Co my cmployment by this firm. 
5. Iwas not informed by any other person, nor did 


J become aware during my prosecution of the patent apptteation 


which resulted in the gacharias ct al patent of any [ucts or 


information which vould lead me to believe that the Zacharias 


patent was or might possibly be {nvalid on any ground. 


6. The Zacharias patent issued on February 14. 1SGL. 
P y 3 


7. Subsequent to the issue of the Zacharias ct al 


sal2 of the Atomichron 


ean -re 


patent to and including the closing of the 


Product Line to Frequency Electronics, Inc. (hereinafter (FEI) 


aie 


1969, I had no information or knowledge which 


on February 3, 


would suggest that any of the patents to be assigned to FEI at 


the clasing were invalid. and I made no statement to National 


Radio Company, Inc. OF to Mr. Lerner or any other person sugsest- 


I was not 
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ing the possible invalidity of any oan patents. 


asked by National to express any opinion on the validity of the 


Zacharias patent, or on the validity of any other of the eserets 


to be assigned to FEL in connection with the sale of the 


Atomichron linc. : : : 


8. Prior to the closing of the sale of Atomichron 
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r of 1968, I wrote Co National stating 


Product Line, i.e. Novembe 


that in my opinion the gacharias et-al patent appeared to be 


infringed by a certain construction of a Cesium Beam device 


manufactured by Hewlett-Packard of Palo Alto, California. 4&4 


copy of such opinion letter is attached hereto as Exhibit A. 


However, I made no investigation as to the validity of this 


patent. 
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9. At or prior to the closing, FET made no request 
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to me ox my firm to make any investigation or render any epinion 


f any of the patents conveyed to FEL 
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with respect to the validity © 


Yational and FEL dated February 2 
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under the Agreement betvecn 
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to the secretary of Attorney Edwin J. Carr of Boston, on Saturday; 


‘reviewed and edited by me. Both the substance and the language 


‘seeks to enjoin Lerner from endorsing, transferring or negotiating 


10. Subsequent Co the cloning dite of reartiury 9, 


1969, and beyinniny about the spring of 1970, and cudiny during 
the summer of JO7L, Lovaas employed as special patent comsel 
to FET on matters relating to the Zacharias et al patent ‘amd 
another patent assipned to Fir) by Nationat, : 


ll, The substance of this affidavit was dictated 


February 5, 1972, at his offices by the undersigned and sub- 


sequently this affidavit was edited by Mr. Carr and further 


of this affidavit are mine and this affidavit is siven to My. Carr 
at his request. Further, it is my understanding that this 


affidavit may be used by Mr. Carr as attorney for Louis C. Lerner 


in opposing a motion for a Preliminary Injunctien by which FEL 


the Promissory Note of FEL dated February 3, 1969, all as provided 
in said motion papers. I have read the Plaintiff's Complaint 
originally filed in the New York Supreme Court in New York County, 


The Supplemental exhibits thereto and the Affirmation of Attorney 
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Sanford M. Goldman and the Affidavits of Attorney Morton Amster 
and Mr. Martin B. Bloch. 


“A 


ee 


Clarence S. Lyon f y, 


beng 


mtr ee 


one ote ce ee 


Subscribed and svorn to before me this 10th day of 


no 


February, 19/2. 


ip : f ) 
Noo tf 7) ee 


Notary Public 
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E. Wholtuey Drake, Esq. 
National Radio Coupiny, 
LIL Washiagton Surcet 
Helrose, Massechusctts 02176 


Tie: 


Dear Vhit: te: Possible Infrinsement of National. ytadio 
Company, Tuc. patents by Newlett Packard 


Cesiina Pim Dee sy Standards 
discussions, ane eEhe 
syed fram yous WE nave reviewed the 
to us by Clarence Jhornburxg conn 
5060A Cesium Jean 


In accordance with our vies 
instructions we have rece 
instructioa annual suppliad 
cexning the Hicwlett Packard Model ko. 
Yrequency Standard. 
On the basis oF this review, we conclude that one 

or more claims of rcharias et al Patenc No. 9,972,115 
aye rather clearly + nce It also appesrs that clains 
of Hainborger Fatent ! also be inforinged. 
As J. indicated to you thi x jon is based on 4 
review of the Hat iona the manual, only 
4c ig wnlitcely thet Pee conc 2 changed by tert 
study of these areas. : 
it appears to us 


3 
her 


é 


? 
1 Company patents 
lusion would b 


As 1 explained to yor on Monday, 
that National. Tedio has two possible courses of action in this 
situation. They can cither write to Hevlett Packard notifying 
them of jnfringeisent with a view to possible settlement OF 
altexnatively we can pring suit against Hewlett Packard. The 
disadvantage of writing © Vowlett Pa vard is that Hewlett 
Packard might srpetituce «¢ declaratory judgment suit and heve 
the patents deciered jnvalid or noe jnixvinged OL both against 
National in a fori which ve would {der zavorable. 
sviting to them s¢ 


20 Cons 
Jhe advantég in Vek og to me to oc that if 
there is a di itl on our part as well pe Eneiys ©o settle 
the matter, writing ¢ an a letter is less likely to generate 
unpleasant feelings chan is filing sn actioa for inixingement. 


* 
. 


the attached we morvaindia, Chere ave 
a nuwber of other A atents in eur portlollo which may or sriy nec 
be intxinsed out an to mich ee canbot Yoram a judgment becuse 


of lack oL inbox fan bee ag to tha besa tube conntryuctJon and 


other dctuils of the Hewletce ceed deviee. 


I am enédosing a copy of the wemorandun vhich was prepaxed 
by my associate fic. YobL for your information ond guidance. = J. 


ns look romvaxd to hearing trem you further as to what action, 
if any, bee want us to take with respect Co this matter. 


Also, as ve nore $n 


Yours very truly, 


Claxence §. Lyon: 


CSL:111 
-Enclosure 
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June 19, 1970 


Hewlett-22 mbany 
1501 Pazemi 
Pals Alto, ian fornia 


Gentlemen: Re: Our File X%E-015 


Our client, Frequency Electronics, Inc. of New Hyde 
Park, Long Isiand, New Yor nas asked that we write to you 
concerning iniriagement of certain patents owned by then. 


cwns U.S. Patents Nos. 2,972,115 and 

issved to National Company, Inc., of 

and now transferred by assiconment to 
Inez. Copies of these patents are 


We have examined the instruction manual which you 
supply with your Model No. 5050A Cesiim Beam Frequency Standard. 
Based on this study, and a study of the abova-identified patents, 
we have advised our client that in our cpinicn your 5060A Cesium 
Beam Feedquency Standard constitutes an infringement of cone or 
more of tre claims of these patente. Accordingly, we have been 
instructad to request that you immediately cease such iniringing 
activities. 


Oux client has informed us however that they are 
willinz to grant licenses under these patents at reascnabl2 
royaities should you desire to continue to manufacture cesium 
beam frequency standards incorporating the inventions covered 
by these patents. 


Would you kindly write to us and inform us as to 
your position in this matter at your early convenience? 


Yours very truly, 


KENWAY, JENNcCY & HILDRETH 


By, 
Clarence S. Lyon 
CSu:iil 
Enclosures 
ec co: Gideon Casnman, Esq. 543 


DEFENDANT 


UNITED STATE’ DISTRICT COUl ~ EXHIBIT 


U. S. DIST. CoORT 
POR THE SOUTHSRN DISTRICT OF Ni S.D. OF N.Y, 


FREQUENCY ELECTRONICS, INC., Plaintif // | i 
: / 


Ve 
NATIONAL RADIO CO'UPANY, IVC., Defendant ) 
and ) Civil Action. 


LOUIS LERNER, Defendant and Third Party ) Wo, 72 CIV. 412 (C 
Plaintiff 


Ve 


HERBERT W. KENVAY, et al, Third Party 
De fendants 


Deposition of CLARENCE &. LYON, taken 
pursuant to Rule 30 of the Federal Rules of Civil 
Procedure before MARGARET M. SHEEHAN, a Notary Public 
within and for the Commonwnoalth of Massachusetts, 
at the offices of Newman, Meserve, King & Romero, 

125 High Street, Boston, Massachusetts, commencing 


at 10:00 a.m., Monday, March 11, 1974. 


APPEARANCES s . 
4 
Pryor, Cashman & Sherman, 410 Park Avenue, New York, 
N.Y. 10022, by Sanford M. Goldman, Esaq., and 
Amster & Rothstein, SO East 42nd Street, New York, 
N.¥. 10017, by Daniel &. Ebenstein, Esq., 
for the Plaintiff. 
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Rich, May & Biicdeu, One Stat Street, Boston, 
Massachusetts, by Edwin J. Carr, Esq.. 
for Louis Lerner, Defendant and Third Party 
Plaintiff, 


Soe a 


=. 
. 
Pe aie 


Newnan, Meserve, King & Romero, 125 High Street, 
Boston, Massachusetts, by Robert A. Row.ro, Jr., Esq 
for the Third Party Defendants, 
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Mitnese 


Clarence &. Lycn 


yop Exhibits 


Zacharias Patent No, 2972115 issued 2/14/61. 
Preliminary Memorandum dated 11/14/68, 

Lyon affidavit, dated 2/10/72 

Lym file re Frequency, 1970-1971, 
Memorandum, 3/17/71, Lyon to Cashman. 
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And price to that, Sir, your @muployment? 

I was partner with Kenway, Jenney & Hildreth, 
For what period of time? 

Twasn't a partner fron February 1, 1958, but ‘x 
Started there on Februmry 1, 1958, as an associate, 


and left thers on March 31, 1972, 

What type of work dii you do at Kenway, Jenney? 

The firm is a firm af patent lawyers, and I practiced 
a8 @n asvociate and later as a partner as a patent 
lawyer, -: 

Did that work include work for National Radio Company 
oF. National Company, as it might have been known? 

It did, 

During what period of time did you work for matters 
concerning National Coapany or Mational Radic Company? 
tam trying to remember when I began, Probably mid 
to late February, 1958, until I left the firm, 

And you left Kemay, Jenney at what time, sir? 

t just told you, March 31, 1972, 

Did you work for other clients besides Mational Radio 
Company during the period of time when you came to 


work with Kenway, Jenney a5 an associate and later as 


& partner for Kenvwy, Jeniwey until you left on 
March 31, 19727 
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c recollections I have, is of . 
a late afternocn conference with Tau Bilodeau and 
Whitney Drake at the ofSice@s of Kich, May & Bilodeau 
when the agreement wes discussed, 


Can vou tell us vhee was ga id? 


Z cannot remasher the Substance of that conference, 
i can remember only that there was a Substantial 
disagreement between Whitney and Tan, 

Do you remember the matter of which there was ¢ 


disagreement? . 


No. It related to a commercial matter that didn't 
relate to me, 


ay 


Did it relate to the Atomichron product line? - 


It related to the agreement, 


Did you offer any language to Mr. Drake or any other 


P@rson with respect to the transfer of rights to the 


pa tents constituting the Atomichron product line at 
this tim? 


What is this time? 
In the fall or early wintsr of 1964, 


I thought you meant at that particular conference, 


No. 


I have only a very vague recollection that as 


originally drafted, the agreement warranted the 


~~ 


¥ 


ae 


yi 
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validity of the patent. And I explained to Whitney 
that was not good professional practice, that ‘it 
was almost impossible to warrant the validity of a 
patent without making an extensive investigation, 
And, therefore, I think -- this is my best 
recollection -~ I instructed him to remove all 
warranties except for warranty of title. I think 
the Agreement so states, and that would be in 
accordance with my normal practice. 
Had you seen drafts of the form of the Agreement at 
any time prior to February 3, 19697 
I presumes I did. I don’t remember that I did, but 
I presume I did. Obviously I had a draft when I had 
that meeting in your office. 
Had you geen drafts of the exhibits to the Agreement - 
at any time pricr to February 3, 19697 
I prepared the agreement that pertained to the patents 
and trademarkea. Other than that I have no recollection, 
Had you 3¢en drafts of the form of patent aes ignment? 
I just answered that. As to other exhibits, I have 
ne recollection, 

MR. ROMERO. I think you ought to 
show him the exhibits, 


MR. CARR. I know the witness testified 


e 
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he hadn't seen this particular agreement, and 


also: hadn't. seen the Signed agreement generally 


before the Commencement of the litigation, 


I know he said before the Complaint. I'm trying 


to find out whether he had seen copies of dra fts 


of the Agreement which might not have been used 


but subject to the Same subject matter, 


MR. ROMERO. He answered that 
question, What I am trying to point out is as 


you refer to other exhibits, you cought to show 


him the exhibit you are talking about, 


All right. Just so we can make sure of the witness’ 


testimony, I take it your testimony is that your. 
best recollection is that you probably did see copies 


of drafts of the Purchase and Sale Agreement prior to 


Pebruary 3, 19697 


I presume I did, because I Presumably advised on the 


wording of the section I have discussed, 


And you also say that you prepared the schedule of 


patents, which would be included and sold from . 
Bational to Prequency? 


That is correct, 


MR, ROMERO. I think you ought to 


have specific reference to that schedule and 


ask him if that is what he prepared, 
I show you the schedule which is attached to the 
Third Party Complaint, which is attached to the 
Exhibit F to the Agreement, which is attached to 
the original Complaint. 

MR. ROMERO. Is this a one-page 
@ocument, a two-page document? 

“MR. CARR. It is a one-page 
document. 
And with respect to the list of patents, is that the 


list you prepared, Mr. Lyon? 


I prepared a list of patents to ve assigned at Whitney 


Drake’s request, which were to go with the Atonmichron 
product line. I cannot testify that list is identical 
to the one I prepared, because that list is not typed 
on @ typewriter fron our office, But I can tell you 
I did prepare such a list at his request. 

Do you remember whether you prepared a form of 
assignment? 

I think I answered that question earlier, and the 
anewer was No. | 

Patent assignmant. Did you prepare a form of 
trademark assignment? 


ZI have no recollection, 


| 
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I show you a one-page document which was reproduced 
and constitutes part of the original Camplaint, and 
is Bxhibit G to the Agreement, and ask if that woulda 
xefresh your recollection (handing). 

I may have prepared the draft of the assignment from 
which this assignment was taken. And the reason I 
Say that is because it is a kind of a tradenark 
assignment which is of a forn which I might use. 
However, I id not prepare this specific aasignuent, 
because there is a paragraph in here which I would 
not have put in and whose effect I do not know. 
Except for that paragraph I would say I might have 
prepared that, but I have no specific recollection 
of preparing it. 

Will you again look at the patent assignnent, 

Mr. Lyon, which is Exhibit F, which is about two 
pages preceding? 

Yes, XI have got it, 
And would you tell me if there is anything in the 
language of that patent assignment which you could 
recognize as being a part of a forn which you might 
have prepared or your office might have prepared at 
the time for us, for National Company? ~~ 


It looks to me -- that is not the way I would prepare 
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@ patent assignment. There is language in there 
obviously which is similar to the assignment I might 
prepare, but there is a great deal of language which 
I would not have included. 

During this period of time, by which I mean 1968, 

as you have testified to, up to February 3 of 1969, 
aid tn tticnal have eoy other patent counsel to your 
knowledge? 

Not to my knowledge, ro. 

And is it correct to state that Kenway & Jenney would 
have pex formed vatent and trademark work as outside - 
counsel if the mtters were sent to an cutside counsel? 
Correct. I presume so, I don't know who else Whitey 
Drake might have used, 

You have no knowledge of the company using somebody 
else as patent or trademark counsel? — 

Ho, I don’t know, 

And did you on a regular basis perform work for 
Bational as patent and trademark counsel during that 
time? 

Yes. But I would not have approved that assignment. 
Now, you say there was a meeting in Kich, May & 
Bilodeau's office with Tom Bilodeau, Whitney Drake 


and yourself scmatime in May, 19687 
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to vefer to that as the Memorandum or Memo. 


(Preliminary Memorandum dated 
11/14/68 marked “Lyon Exhibit 
2 for Identification.") 


Mr. Lyon, I show you Lyon Exhibit 2 and ask if you 


have ever seen the original or a copy of that before. 
Yes. 
Can you tell ms when you did see that before? 
Probably reasonably close to the date in the upper 
right-hand corner, November 14, 1968. I don't know 
whether I saw it on that day, but it would be within 
some days reasonably close to that. 
Now, in connection with this case pending before the 
Southern District, about February 10, 1972, I asked 
you to get me a memorandum with respect to your 
participation in the prosecution of the Zacharias 
patent. Do you recall that, sir? 
A memorandun? 
I'm sorry, an affidavit. 
Yes, I recall ‘that. 

MR. ROMERO. Why don't you show him 
the affidavit? 

~ MR. CARR, here is your copy? 

I would like to use this. 


(Discussion off the record.) 


(Affidavit of C. S. Lyon, Dated 2/10/72 
marked "Lyon Exhibit 3 for Identification.") 
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Would you take a look at the copy of the affidavit, 
Mr. Lyon, please? 
Yes. 
Do you recall signing that affidavit? 
Yes, I do. 
It was done at my request, wasn't it, Mr. Lyon? 
any I think you dictated -- 

MR. ROMERO. Let the record show 
Mr. Lyon has examined a three-page » ffidavit, 
at the bottom of the third page of which there 
is a date February 10, 1972, and it is signed 
by Clarence &. Lyon, notarized by a Lois I. Leeks; 
that this appears as Page 107, 108 and 109 ina 
bound volume labeled Record Appendix, United: 
States Court of Appeals for the Second District, 
in the case of Frequency Electronics, Inc., 
plaintiff versus National Radio Campany, Inc., 
and Louis Lerner, defendants. 

MR. CARR. It also happens to be 
filed as a document in this case. 
Who is Lois I. Locke? 
She was a notary public in our office, my secretary 
at that time. G&he is not now. es 
Right. And attached to the affidavit was a letter 
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Gated November 20, 1568, from you to Whitney Drake. 
Would you take @ look at that, sir? 
(Discussion off the record.) 


The last paragraph of the letter of November 20, 1968, 


states in part, in substance, you wore enclosing with 


the letter a certain memorandum prepared by your 
associate, Mr. Pahl. Did you include with that 
letter a copy of Lyon Exhibit 27 

I presume I did. 

Would you have included any other memorandum? 

Ho, non@ that I know of, That memorandum that is 
warked as Exhibit 2 was a memorandum that was prepared 
by Mr. Pahl at my request with respect to this subject 
matter, So presumably I would include that memorandun. 
Do you have any other memorandums on the same subject 
matter other than Lyon Exhibit 2? 

None that I know of, not with respect to the Hewlett- 
Packard infringement. 

Right. As I understand, you have testified that you 
acted as a consultant with respect to National 
Company? 

No. I was patent counsel. 

Yes. But I take it your testimony was, Mr. Lyon, 


you did not meet regularly with Mr. Drake or the 
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peesident of National Company to review patent 
matters; is that correct? 

That is correct. 

I take it your testimony was that you were paid: 

on the basis of work performed rather than that of 
@ retainer; is that correct? 

That is correct, 

You had no periodic meetings with the engineering or 
scientific people to check to make sure they were 
performing the recordkeeping in accordance with 
acceptable standards; is that also true? 

That is also true. 

Am IT also correct in the fact you did wark basically 
at National Company's request? Is that true? 

That is correct. 

As distinguished from suggesting to National Sokenee 
what ought to.be done in order to keep them in the 
best possible patent posture; is that correct? 

That is correct, 

Now, with that in mind, sir, tell me what was the 
event or conversation which prompted the letter of 
November 20, 1968, if you can recall? 

Iam considering the privilege question. 


It is already out in the open. 
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No, the questian you are asking. 

What prompted the letter of November 20, 1968? 
Well, my best recollection is that someone at 
National -- who it was, I do not know -- raised the 
question as to whether the Hewlett-Packard device 
constituted an infringement of National Company's 
patents, Whitney Drake instructed us to mke & 
Study to determine if, in fact, there was any~'' : 
infringement, This letter of November 20, 1968, and 
the attached menorandum constitute our response to 
that request. 

Do you know when you got the request from Mr. Drake? 
No. 

Do you know how mich time you Spent on the study? 
Actually, Hank did the study for me, I didn't do the 
study myself, 

What did you say, and I take it Hank is Mr. Pahl; 

is that correct? 

Right. 

What did you ask him to do in connection with the 
request of National Company for the study? 

I have no specific recollection right now what I 


asked him to do, but I know what I would have asked 
him to do, 
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Before you tell me that, did you have a practice you 
followed with respect to studies which clients of 
the firm had asked you to do relative to possible 
infringements of patents? 

Yes, 

It is a rather common request, isn't it? 

Correct, 

And as a@ patent lawyer, you are an expert in making 
those kind of studies; isn't that true? 

I disclaim any expertise in making the studies, 

You have done it repeated times though; isn't that 
true? 

Many times, 

Because it ultimately can result in litigation; 
isn‘t that true? 

That is true. 

Such as you testified you were taking depositions in 
New York relative to the Connecticut case? 

That was not a patent case, 

You have handled patent cases though? 

I have. 

You have acted as counsel for both defendants and 
plaintiffs in infringement cases; isn’t that true? 


That is true. 


Now, can you tell me what. procedures and what was 
routinely done when this. kind of request came in 


the office? 


Well, the first thing I would be concerned about wes 


the scope of the request. By that I mean were we 
asked to make a study in connection with possible 
future litigation, or were we being asked a specific 
question, to give the management of the company the 
answer to one question so that they could then 
decide what they were goinj to do further. 

Would, you take a look at the letter of November 20, 
1968, which is your response to Mr. Dra ke? 

Yes, | : } 

And can you by looking at that letter characterize 
the request of National Canpany to you as to whether 
it was of a scope which included a thought toward 
litigation as you have just testified to? 

No. I think the question that was directed to us at 
that time was simply does the Hewlett-Packard 
construction or constructions constitute an in fr inge- 
ment of any of the Atomichron patents. And we so’ 
limited our inquiry, to my recollection. 

The third paragraph of your letter though relates to 


legal action against Hewlett~Packard; am I correct, 
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@ix? 


That is correct, 


Are you Saying that that: wae &@ Sort of voluntary 


T@Sponse on YOur part? 


My view at this time, Obvimely x can't remember 


Specifically what happened, but ny view at this time 


fron reading the le/:ter was I probably ®eperted in 


general to Whitney what our conclusions were and . 


Said I would : follow it up with a letter, And his 


probable next Westion was, Well, if we in fr inge, 


what do we do N@xt?” 


But that would get you into the litigation SC Ope, 
wouldn't it, “Mz. Lyon? 


Yes, But he didn't mie any request we should 


Condition: it On. He ‘ust asked what we would do next 


And I @xpla ined, And he Ba id, 


“Would you Put that in 
your letter too,” 


That is your best Tecollection now? 


My best recollection, 
So the Scope of inveatigation in accordance with the 


ugual practice Lollowed by the firm, as 1 understand 


your testimony ~~ 
The usual Practice followed by me, 


By you, was that the review of the patent would be 


Involving National Campany. 

Nothing that I know of. 

To youx knowledge nothing. Did anybody get back to 
you to discuss the letter or the mamorandum? 

No, not from Hational Company, 

Mot from National Company. Did you discuss this 
with anybody at National Canpany up to and including 
February. 3,, 19697. « 

No, 

The last you can recall of the whole matter was on 
November 20, 1968, when you sent the letter; is that 
correct? . . ..., 

That is correct, 


When you learned that National Cazpany was going to 


sell the Atomichron, did you say anything to anybody 


about the necessity to transfer over rights against 
Hewlett-Packard? 

MR. ROMERO. I object to the farm 
of the question, the use of the word "necessity, 
Nobody has established there was any necessity 
at all in this regard. 

MR..CARR. Change the question as to 
the advisability. 


No. 


the menorandum, and this is Lyon Exhibit 2, the 
letters “HDP/i" and the date November 14, 1968, 


what do those represent, Mr. Lyon? 


A To me? 

Q To you. This was an office memorandum; ix that 
correct? 

A A memorandum prepared by -~ HDP are Mr. Pahl's 


initials, It was our practice in the office whoever 
typed the memorandum to put their initial. 680 the 
"1" would represent the name of some person who 
typed this memorandum. 

Q Do you remember the name of that person? 

A Ho. Usually it would be his secretary. But I don't 
remember who she is or was. The November 14 is the 


Gate of the memorandum. The discussions would have 
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taken place before that time, because presumably I | 
would have discussed a draft of the memorandum with | 
Wo eas | 

Q Your practice wes to discuss these mtters before / 


the memorandum was typed in final form; is that 


correct? . ti 
A That is correct. I 


with this meno? 
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Z can't recall Specifically the discussions we had, 
ZI can recall one area we had a long discussion, and 
that was the infringement of the Mainberger patent. 
There was a funny wording in the claims of one of. 

the Mainberger patents, a cla in. And we discussed 
rather extensively whether that clain was infringed 


by the Hewlett-mckard construction as we understood 


the Hewlett-Packard construction. And we finally 


concluded it probably was. But as my recollection 
ig now, we would have had to resort to the doc tr ine 
of equivalence in order to bring the Hawlett-Packard 
construction within that claim. ‘the other thing I 
would do routinely, and I presume we did it in this 
instance, was that we were xreviewing some nineteen 
patents for the question of infringement. And I 
would have ascertained from Hank the basis for his 
Gacision that these were the only two that ware 
likely to be infringed, would have reviewed thoes : 
patents with him. And I also would nave reviews4 
his conclusions as to the inf& ingement on the othaurs, 
in other words, I wanted to understand the 
construction of the accused device, and I wanted to. 
see how Hank was construing the claims to came to a 


conclusion they were not infringed. In other words, 
064 
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we would have reviewed the whole matter in extenso 
before the whole matter was written. Then I would 
have asked for a draft memorandum. And following 
the preparation of a draft mernorandum, we probably 
had another meeting at which we agreed as to the 
final form of the memorand:™. 
Did you have any meeting with any of your partners 
at that time concerning ths memorandum or the letter? 
Not that I recall. 
ls that the usual practice of the firm for partners 
to act independently, Mr. Lyon? 
It depends on the matter. If think what it comes down 
to is the significance of the opinion we are render ing. 
In general cpinions, I guess that depends on the 
judgment of the individual partner. I can't recall 
in this particular instance I felt constrained to 
go to another partner, for two reasons: One, Mr. Pahl 
was a seniox associate at that time ani very compe tent, 
and I didn't think any of the partners were any more 
competent in judgment than he was in this matter. 
And the second thing was, I viewed it as a kind of 
preliminary review to see whether we would just drop 
the whole matter or we might go forward. And the 


opinion was going to a client who had only asked a 


965 


that gives him a right to bring a declaratory 
judgment action on the patent. And therefore 
Hewlett-Packard in this instance being in California 
and being aware of the extensive pretrial discovery 
procedures and pretrial procedures in California in 


addition to those specified in the Federal Rules, 


we recognized that if National was going to get into 


litigation in this matter, that California would be 

a very expensive place for them to be in litigation. 
I think it was in that connection that matter came up. 
In other words, by sending Hewlett-Packard a notices 
of infringement we opened up ourselves to a declaratory 
judgment suit in California. 

Did you at any time prior to February 3, 1969, know 
or learn that a copy of Mr. Pahl's memorandum had 
been delivered over to Frequency Electronics in 
connection with the sale of the Atomichron products 
line to Frequency? 

Prior to? 

Yes. 

No. 

After? 

I did learn at the time, 


That was at the time you were doing work for Frequency? 


e 
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No. 

When did you learn? 

From a telephone call I got from Mr. Bloch of 
Frequency. 

When was that? 

I don't recall, but my recollection is kind of like 


the summerof 1969. 


Am I correct, Mr. Lyon, scvetime prior to February 3, 


1969, you were aware or you were told that National . 
contemplated selling its entire Atomichrm product 
line to Frequency Blectronics? 

MR. ROMERO. I cbhject to the form 
of the question. 

MR. CARR. Would you read the 
question? 

(Question is read.) 

MR. CARR. let me revise the question. 
I will ask him directly. Iam sure it has been 
asked before, but I want to do it. 
Mr. Lyon, did you know prior to February 3, 1969, 
that National was going to sell its entire Atamichron 
product line to Frequency Electronics? 
Yes. 


When you learned of the sale did you at that tins 
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Sometimes after the eale of the Atomichron from 
National to Frequency on February 3, 1969, you had 
an occasion to do same additional work on one o 
more of the patent: which we have generally called 
the Atomichron patents; is that correct, sir? . 
Correct, 

When was that first done? 


Well, to give you the history of it is difficult, 


but let mo try and do as best I can. I received a 


call after the sale was completed, I presums from 
Mr. Bloch of Frequency. And he indicated that he 
had received a copy of my letter and presumably 
memorandum, I don't know what he had received, as 
paxt of the documents that had been transferred to 
Frequency in connection with the sale. This was 
the first I knew that that letter had gone cut to 
National Company. He indicated that he-would like 
to pursue the matter against Hewlett-Packard. 

And he asked me if I would be, in view of the 
expertise we had in the field because of our prior 
aescciation with Rational Company, if we would be 
free to represent him. And I said I would haw to 
find out. I didn’t know. 


And what did you do then, sir? 


I said to Mr. Bloch I would find out. And he wa 
kind of iffy about pursuing it. He was just kind 

of checking around. That was the impression he 

gave me in the telephone call. So Subsequent to 
that telephone discussion I chacked with National 
Radio, ag it then was, to ses if they had any 
objection to our representing Mr. Bloch ox Frequency 
in this matter. And they said they did not, 

Could I interrupt there for a moment. With whom did 
you Speak at National Company? : 

Mr. Drake. 

Mr. Drake, Was there anything in writing you obtained 
from National waiving the privileges, 20 to speak? 
No. 

I see. What did you ask him specifically as to your 
work? 

I told him what the conversation had been with 

Mr. Bloch. And I said Mr. Bloch was interested in 
pursuing the infringement matter with Hewlett- 
Packard and had inquired whether we would be 
available to pursue it. And I said to him would 
National Canpany object to him doing this. 

I remember Whitney saying No, we sold all our interest 


to Frequency. We have no further interest in the: 
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matter. 

They had no further interest in the mtter? 

That is what he said. 

Did you aek him because of your concern with the 
lawyer's privilege and you were asking a wiver of 
the privilege of Mr. Drake -~ was that the reason 
foe the inguiry? 

No. 

What was the reason? 

I was principally concerned about possible conflict 
of interest. 

I eee. And did you obtain from National Company a 
letter or any kind of a memorial in writing to 
confixm the understanding you had reached with 

Mr. Drake? | 

No, not that I recall. 

Did you discuss this matter with anybody in the law 
firm of Kenway & Jenney? 

No, 

Did you write a letter to Mr. Drake to record this? 
No, I dan‘t recall that I did. 


Do you remember whether you recorded it in your diary? 
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It wouldn't have been a charge against National in 


the disry, and I had not yet been retained by Frequency. 


So the natter wouldn't be recorded in the diary, 

go there was nobody to charge. 

I take it you were concerned because of a conflict 
of interest? 

Possible conflict of interest, 

And you called Mr. Drake to get released or gat his 
* approval from this possible conflict of interest? 
That is right. 

And he gave you this? 

Right. 

Do you recall the words he used in giving you this? 
I just gave them to you. 

Other than what you gave, which is in substance, 
"We have no further interest in this mtter.* 

Is that right? 

That was the substance, 

Or words to tha*® effect. Did you discuss with him 
the matter of lawyer's privilege? 


No. 


All right, Tell me what you did after receiving 


Mr. Drake's approval to proceed. 

I waited to hear from Mr. Bloch. 

Then what happened? 

Then I received.a letter from Pryor, Braun & Cashman, 


as I recall. There was a long interval. Mm other 


words, Mr. Bloch called. I recall I talked to 


Mr. Drake within a few days thereafter. It my have 


peen the same day or a few days later, but thers 


wasn't a long interval between Mr. Bloch's call to 
ma and my call to Mr. Drake. Thereafter there wea @ 
a very long interval, and I thought the matter had 
died. 80 I went merrily about my other business. 
At same point -- 

I gota letter from Mr. Gideon Cashman of Pryce, 
Braun & Ceshman. 


And do you remember what the letter eaid? 


wo, But it is possibly in existence. 


Do you remenber what you d.d as @ result of the letter? 


My recollection 4s that either as & result of the 


letter or as & result of the letter plus talephons 
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calls I ultinately wrote a notification of {nels 
ment to Hewlett-Packard on behalf of Frequently: 

A notification? 

Of infringement. 

pia_you do any further research? 

Not that I recall. 

But you wrote to Hewlett-Packard giving then notice 
of infringement? 

Alleging infr ingement. 
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which was delivered to NRL in 

September, 1956," 
What was your conclusion, if any, in the letter? 
I didn*t have any conclusion, I also quoted sons 
other letters, discussed some other materials that 
were in our files but which were ambiguous, which 
didn’t help. So that is all my letter to Mr. Berritt, 
of June 10, ° | Ce 
Did you make any request for authority to proceed? 
No, because in the course of our conversations it 
was assumed that we would be having a meeting, and 
I was going to report verbally and indicate the 
nature of the next step that should be taken, at 
the meeting. 
What next occurred, sir? 
I guess in between I got an accountant's letter to 
which I responded also q@m June 21, 
Accountant's letter from Frequency? 
Yes, 
What did you respond to the accountants? 
They wanted to know of existing or pending litigation 
in which we are or may be involved. I said: 

"1. We have been retained by Frequency 


Electronics, Inc. to investigate the 


possibility of a claim by them against 
‘@ third party on account of in fr inge~ 
meant of certain patents which they have 
acquired. No decision has yet been 


made as to whether to proceed with this 


claim," 
Q What is the date of that letter? 
A June 21, 1972. You might also be interested in 


amounts for the services performed. Through ~ 

April 30, 1971,’ Frequency Electronics, Inc.,: is 

currently indebted to us in the amount of $1389.67. s 
And since April 30 we have performed services in 

the approximate amount of $225 to June 21. - 

Q And wheat next occurred? 

A I made an appointment with, I guese it was, Je 
Mr. Berritt -- I don't remember who it was -~ at ~ 
Pryor, Braun & Cashman to meet with him at the 
offices of Pryor,’ Braun & Cashman, and also with 
Mr. Bloch, who was supposed to be there to discuss: 
what further stepe we were going to take, 

Q Was that the meeting hela on July 16, 19717 


A Yes. 


And did you do anything between the last letter that 


you sent, which I believe ws dated June io, 1971, 
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and the meeting on July 16th, other than the 


accountant’s letter? 


A Mothing that I cen recall... 

Q You went to the meeting in New York? 

A Yes, he 

Q And what transpired at the meeting? What happened? 
B Well, I got there about a quarter past 9 and there 


wasn't anybody in the office. It was absolutely | 
empty, not even a secretary thiure, but the door ws 
open. 80 I went in and sat dawn, and finally a 
secretary showed up about 9:30. And she told me 
nobody would be there before 10, and got me a cup of 
coffee, About 10 o'clock the people started to 
straygle in. I think the meeting started about 
10:30. Present at the meeting were three members of 
Pryor, Braun & Cashman, whose names I don't remember, 
Mr. Amster, patent counsel for Frequency, Mr. Bloch 
and myself, And I essentially reported on the 
matters I had investigated to that date, Mr. Amster 
is also a patent lawyer, and I had previous contact 
with him in connection with another matter, 

Q What was the other matter you had contact with 
Mr. Amster on? : 


‘MR. ROMERO. I chject to that 
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question as not relevant. 

MR. CARR. O.K. 
We discussed all the things that I had reported on, 
and essentially I just reported the came things I 
went over here today, probably in greater detail. 
Mr. Amster on the question of pubiic use was quite 
vehement. He said there was no question of public 
use. I said I couldn't make that statement, because 
I didn't know whether there was public use or not. 
I said one of the things, if you decide to proceed 
with this claim against Hewlett-Packard I would 
xyecommend we do is you authorize me or somebody on 
your behalf, maybe not me if you don't want to use 
me, to proceed to make an investigation of whether, 
dia fact, these devices were included in those early 
Atomichrons. I said we can't tell at this point. 


I said, however, the other question is -- well, I 


was fairly certain on the Mainberger mtter they 


were not included, because the Mainberger device was 
a devics on which I had filed the patent application 
and I knew from my own practices at the time I filed 
the patent application that I would have been very 

careful it was not in prior use. But I didn't know 


about the Zacharias ones, because I wasn't there. 
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I suggested we make such an investigation. 

I noted even if we were successful in that investi- 
gation, it was probable that the Claims 3 and 3, 
which were the claims of the Zacharias patent which 
were rather clearly infringed by the Hewlett-Packard 
Construction; in fact, they didn't deny the infringe- 
ment, would probably be infringed by the Packard 
Article. 

8o we had to first conclude the Packard Article 
wasn't going to knock us out on Claims 3 and & 
Then we could proceed to further study on the other 
ones, 

Mr. Amster, on the other hand, felt very strongly 
and advised Frequency while I wes there, to my 
recollection, he thought the claims were probably 
invalid because of prior public use. I couldn't 
agree with him on that subject, 


The talk then turned; Mr. Bloch raised the question 


as to whether he had to pay the notes that he owed 


to Naticqnal, and the disaission started to get into 
a question of that. I said, “Look, you have to let 
me leave, because my prior xrepresentation was with 
National and any involvement between you and National 


I am only empowered to represent you in this specific 
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because we are not going to discuss anything of 


area. I must be free to represent Natiqoal. So if 
you are gcing to discuss these things, please let 


me leave the room, 


Mr. Amster said, “You don't have to leave the room, 


Substance.“ Then there was some discussion about 
Mr. Leonard, which I didn't understand. The meeting 
broke up at 12:30, and we went to lunch with 

Mr. Amster and Mr. Bloch. And we talked about Japan. 
Iwill finish the complete day. I returned to Boston. 
And when I got back to Boston I picked up the tele- 
phone and called Tam Bilodeau and told him what 
happened at the meeting, what transpired and the 
intimation that Frequency might be taking some action 
against National. 

At that time did you know National was in bankruptcy 
in Chapter 11? » 

Yes, 

In fact, hadn't Kenway & Jenney filed a petition 
before the Bankruptcy Court to be paid by National? 
That I don’t know. We may very well have. It was 
kind of a routine matter. But I knew they were in 
bankruptcy. 

Are you familiar with the inventions which are 
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embodied in the Atomichron as was sold or sold to 
the public oj: purchasers at or about February 3, 
1969? 

No. 

Have you ever seen an Atomichron? 

Yes. 

Where was that? 

At National Company. 

When was that? - 

It was immediately after Art McCoubrey left their 
employment. 

Do you have any idea? 

I don't remember the year, but it was immediately 
efter that. I saw the housing with the Atomichron 
in it sitting there many times. What was behind 


the housing, I never looked. 


Did you see it at any time? Was that the only tim 


you saw the Atomichron? 

What do you mean by the Atomichron? I suppose that 
is the question. 

What I am interested in knowing i# whether or not 
you looked inside the steel cabinet of the device 
to determine whether or not there was an embodiment 


of any one or more of the nineteen patents in the 


particular device you saw. 

No. In many cases you couldn't tell by looking. 
Electronic circuitry, you couldn't tell by looking. 
You would have to the schematic diagram, You would 
usually ask the engineer, | 

Did you knew of your own knowledge whether or not 
the Zacharias patent was embodied in any Atomichron 
ever sold by National? 

Of my own knowledge, no. J have heard from engineers 
that 1t was, but I don't know. 

You don't know of your own knowledge. 

Claims 3 and 8 refer to circuit configuration, You 
couldn't tell just by looking, 

Did you know whether or not the Atomichron can be 
manufactured and sold without the utilizgmtion of 
Claims 3 and 8? 

No, I don't know. 

A device which will perform and meet the standards 
that are set forth on that brochure in the file of 
your office, that is what I mean by an Atomichron, 


You mean can you make a cesium beam frequency 


Standard without uging 3 and 8? I think you probably 
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Vas that ever discussed? 


Bo. 

Was it discussed with Frequency Electronics? 

I never discussed it. 

You had a brochure in your office that said Atomichron, 
and @ price; is that correct? | 


Yes, it had a schematic diagram on it. 


Had you ever. seen the instruction manual or book’ for 


the Atonichron? 

Yes. 

Did you ever work on it with any of the engineers? 

I worked on it when I warked on the Mainberger patent, 
yes. I don't know whether I used the instruction 
manual, I know we worked from schematic diagrams, 

So you knew that the Atomichron was a device which 
had certain characteristics; is that correct? 

I knew the Atamichron was a cesium beam frequency 
standard, 

You knew the Atomichron wes a cesiun bean frequency 
Standard? — 

Yes. 

With certain limits as to the what, ability to 
produce some kind of constant frequency emission; 

is that correct? Would that be a fair characterization? 


That was the object of the device, 
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This could also be true if the patents were assigned 
from third parties. In fact, I don't think any of 
the Atomichron patents were. I think they were all 
inventions made by inventors employed by National 
Company and National Company hed legal title to them, 
as they were not in the inventors or some other third 
party. 
Had National at that time, to your knowledge, made 
any licenses of any rights under the Atomichron 
patents to any other person? 
Not to my best recollection. 
Would your practice have required that a reference 
to such license or other rights in those patents be 
referred to in the agreement or in the bill of sale? 
If the patents were subject to a license to a third 
party and you were assigning the parties, you would 
have to tell the third party that the patents were 
assigned subject to the license. 
I call your attention to Page 3 of the purchase and 
sale agreement, Mr. Lyon, which reads in part as 
follows, under Section 5: 

"NCI warrants that it has full legal 

title to the items conveyed hereunder, 


and it has the right and authority to 
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convey: the’ same. No other warranties 
are made.in connection therewith whether 
‘express or. implied." 
Do you recall that language particularly in view of 
the comment made by Mr. Drake in his letter to 
Mr. Bilodeau which says,'as I have quoted in the 
record here, that the matters were reviewed extensively 
with patent counsel? 
Where.did you read from? 
Right here.’ Let me quote also, Mr. Lyon, please, if 
I may, the: paragraph ahead of the one that I quoted, 
which reads as follows: 


"Patents shall be conveyed by assignment 


in the form hereto attached as Exhibit Fo 


Now do you have any recollection of that language, 
both of: those which I quoted in the purchase agree- 
ment Co Mr, Lyon? 
I have no ‘present specific recollection of the 
language, that specific language, but I would be 
satisfied as a legal matter that that was the 
conveyance of legal title to the patents. 

MR. GOLDMAN. I move to strike the last 
portion of Mr. Lyon's testimony as not responsive 


to any question, 
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You had previously testified that you had told 


Mr. Drake,, I believe, that the purchase agreement 


should not contain a warranty of patent validity, 


is that correct? 
That is correct. 
Would you please take a look at Page 3 and the 
language which I have just read and also Exhibit F 
entitled Assignment of Patents, which reads in part 
as follows: » 

"Now therefore, for good and valuable 

consideration, receipt of which is 

hereby acknowledged, said National Radio 

Company, Inc., hereby assigns to said 

Frequency Electronics, Inc., all right, 

title and interest in and to the patents 

and inventions claimed therein together 

with the know-how associated therewith, 

said patents bearing the following 

registration ‘numbers and dates." 
That is‘incomplete. Would you please read that 
together with the matters which I have quoted on 
Page 3 of the purchase and sale agreement in advance 
of my next question. 


. (Witness complies.) 
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In your opinion, Mr. Lyon, do. those words contain 
any warranty of patent validity? 

MR. ROMERO. I object to the question and 
instruct the witness not to answer. 

MR. GOLDMAN. : Objection. 

MR: CARR. What is the basis for that, 

Mr. Romero? 

MR. ROMERO. Mr. Lyon has been called as 
a fact witness, and any question that calls for 
an opinion is not proper. 

MR. CARR. Even though he was paid in 
this case to act as patent+.counsel, and he was 
paid in this case to represent National Company 
in connection with this transaction, he is 
unable to express an opinion as to the meaning 
of that language? 

MR. GOLDMAN. Mr. Carr, may I detail the 
basis for my objection? 

MR. CARR. I want it on the record. | 
would like to point out to all parties present 
this witness is not under the subpoena power of 
the court in New York, and we are going to have 
the witness back here or we are going to have a 


major problem on this question as to his opinion 
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recollection that we discussed it. I don't recall 
that we had a dispute about it. 

All right. ‘I'm trying to establish in fact that 
there was no disagreement. 

I cannot testify that there was no dispute, but I 
have no recollection of a dispute. A dispute is 
something you would be likely to recall, and I don't 
recall it. 

Yes. Mr. Lyon, you had previously testified again 
that you had counselled Mr. Drake that the agreement 
should contain no representation or warranty of the 
patent validity, am I correct? 

For the fourteenth time, yes. 

I'm doing it for a purpose, Mr. Lyon, as you know. 
Do you recall whether or not you were satisfied that 
the document that you had reviewed on or about 
January 28, 1969, met your requirements that the 
document contained no representation or warranty of 
patent validity? 

Yes. 

Mr. Lyon, would you please look at the purchase and 
sale agreement in final form as dated the 3rd day 
of: February, 1969, and tell me as best you can recall 


whether or. not that agreement is in the form of the 
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agreement which was attached to the letter of 
January 28, 19697 

I couldn't possibly recall. 

Will you please take a look at this agreement on 
Page 3, Exhibit F, and tell me whether the language 
in that agreement, which is before you, which is the 


executed copy of the purchase and sale agreement, 


meets your objection that no representation or 


warranty of patent validity should be set forth in 
that agreement? 

MR. GOLDMAN. I think I will object on the 
grounds of relevance. I don't see what Mr. Lyon's 
belief or opinion either then or now as to. 
whether this representation goes so far and no 
further -- I don't see that that is relevant to 
the issue in this case, which is what in fact 
the legal effect of the representation of the 
warranty is. 

MR. CARR. Of course, what we are doing is 
establishing what was in the minds of the parties. 
I would say that the language on Page 3 of the 
purchase and sale agreement and Exhibit F would 
satisfy me, if that is the only language in the 


agreement, and I haven't read the whole: thing recently. 
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But just referring to that language, if that was the 
only language concerning representations as to 
validity, the only language relevant to those 


representations, I would be satisfied that none were 
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made under that agreement. 
MR. CARR. I have no further questions of 
this witness. 


, GShort recess.) 


MR. GOLDMAN. Gentlemen, I would like to 
make a statement for the record since Mr. Carr 


has concluded his examination. We are not 
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going to ask any questions of Mr. Lyon at this 

time, and I would like to state for the record 

why that is and why it may be necessary to seek 
to ask Mr. Lyon questions at some later time. 

In the first place, I think it should be 
noted that this deposition and the deposition in 
March of.both Mr. Lyon and other representatives 
of the Kenway « Jenney firm arose in connection 
with Mr. Carr on behalf of Mr. Lerner having 
joined the Kenway & Jenney firm and Mr. Lyon as 
defendants in the:New York action. And the 


deposition was Mr. Carr's, Mr. Lerner's, and was 
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Witness Direct Cross Redirect Recross 
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Mr. Cashman and bill for $5000 dated 
February 12, 1969. 44 
Letter, February 2/7, 19609, Mr. Oddi to 
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Stipulation 


It is hereby stipulated and agreed by 


and between counsel for the respective parties 


that the reading, signing and filing of: the 


deposition may be waived. 
It is further stipulated and agreed that 
all objections except as to the form of the 


question are reserved to the time of trial. 


FRANK F. ODDI, a witness called by the 


Defendant Louis Lerner, having been first duly 
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sworn, on oath deposes and says as follows: 


Direct Examination 
(By Mr. Carr) Please state your full name. 
Frank FP. Qddi. 


And your home address? 


39 Myopia Hill Road, Winchester, Massachusetts. 
What is your present business occupation? 

I am president of ERE Industries, Inc. 

They are located where? 

They are located in Medford, Massachusetts. 


Were you at any time affiliated with National Radio 


Company, Inc.? 

I was. 

In what capacity? 

I was president of the company from approximately 
1966 through 1968. 

Could you briefly summarize your educational back- 
ground, Mr. Oddi? 

Yes. I ama high school graduate, a college graduate, 
with additional financial training, 

Could you briefly tell us what your experience and 
education is in the financial area? 

In the financial area, going backward, my financial 
position, the last one I had was financial executive 
with worldwide responsibilities for International 
Telephone and Telegraph Company. I was chief 
financial executive for all government operations 
and European operations for Raytheon Company. I was 
budget manager and systems and procedures manager 
for the Hallicrafters Company. And I served four 
years in public accounting. 

Would it be accurate to Say that substantially all 
of your professional experience has been substantially 


related to financial matters? 


That is correct, financial, and general management 


in later years. 

Financial and general management? 

Right. 

Directing your attention to the fall of 1968 and 
the plaintiff in this case, Frequency Electronics 


Company, Inc., please tell me what your first 
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recollection is of any contact, telephone, letter, 
personal meeting, with Frequency or Mr. Block or 
anyone who represérted themselves as attorneys, 
agents or in anv way for or on behalf of Frequency. 
My recollection is net clear, but I believe that 

Mr. Martin Block szontacted me by telephone expressing 
an interest in our “Atomichron’ operations, and as 

a result of that telephone call and brief conver- 
sation, we invited him down to acquaint himself with 
and discuss tk-se operations, which he did. 


When you say "invited him down,'' would that be to 


% 


the --. 

To the premises of National Radio in Melrose. 

In Mei rose, Massachusetts? 

That.is correct. 

Can you briefly tell me what is sometimes referred 
to as the Atomichron and also the Atomichron product 


line? 
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The Atomichron, as I understand it -- ard the whole 
thing was never that clear to me -- is a highly 
technical piece of apparatus which has the 
capability of eae ine time to a very high degree, 
which was an almost advanced state of the art. 
Specifically, the term tossed aroui’. which we would 
use, is that it could measure time to am accuracy of 
30 seconds and a great number of years, something 
like that. its application might be used in any 
type of a system where such accuracy was highly 
desirable; for example, applications had beer 
explored in the area of air traffic: control, to use 
that term loosely. 

And the Atomichron product line? 

Now, the Atomichron -- All right. The company, as 
Il recall it, had an Atomichron that had been 
developed for the Navy, developed and sold to the 
Navy, and it is my recollection had been received 
well. However, this piece of equipment was a quite 
high-priced piece of equipment, and for the 
commercial market it was necessary, the company 
believed, to develop a less costly piece of equip- 
ment with probably. lesser performance, lesser 


performance specifications, which the company then 
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proceeded to do or attempt to do, and finally sub- 
contracted this development to another engineering 
company. 

When you came with National Company as president in 
1966, was National marketing the machine or device 
known as the Atomichron? 

National was attempting to market the machine and 
device, and in that period may or may not have sold 
a very limited number. 

ls it the substance of your testimony that the 
Atomichron 1s a name which was assigned to a device 
manufactured by National during that period of time, 
your presidency, '66 through '68, which had something 
to do with the measurement of time or the establish- 
ment of frequency? 


That is correct. . 1 believe, my recollection is that 


2 


there was a Cesium beam tube that was the heart of 


z 


this thing -- don't ask me what way; lL couldn't tell 
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you -- the unique part of the device. 

Now, what next happened with respect to the Atomichron, 
the interest of Frequency after the visit to National's 
plant in the fall of 196387 

Well, first I want to make it clear for the record 


that my own position in National Radio at that time 
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was a changed one. By that I mean my title was 
president and my responsibilities were limited to 
the negotiation of acquisitions and, in this case, 
divestitures. As far as operations of the company 
were concerned, I nad no responsibility, Point l. 
Point 2, and in answer to your question, as lI recall 
it, and 1 am not very clear on it, as a result of 
this phone call Mr. Block came down, and I believe 
on one of his trips -- and I think there were two 
or three -- he had another ger.tleman with nim -- 1 
don't remember who it was -- maybe it was one or 
two -- and spent at least a day, and I think it was 
about two days at some point, whether it was the 
first trip or the second trip, talking with the 
people in the company to become sufficiently 
familiar with, I would have to assume sufficiently 
familiar with the entire operation as well as what 
it was that the company had to sell. I seem to 
recall specifically a list -- I will call it an 
equipment list -- it was some tools and some dies, 
and so forth -- that was given at some point, and 
this list was examined and, as I recall it, there 
was even some question as to whether all of that 


list was still there, which was a point of discussion. 


Anyway, after the time spent there by Mr. Block and 
I think at least one of his other people, we got 
into a negotiation stage and that, l think, took one, 


possibly two sessions. And having reached a basic 


agreement, I wrote up an outline of the agreement, 


which I am sure the company has somewhere, and I 
believe that was the basis of the agreement as it 
was finally resolved. 

Mr. Oddi, I show you a copy of minutes of the Board 
of Directors of National Company for the regular 
meeting of the directors held November 22, 1968, and 
ask if you can identify these. Specifically, have 
you seen these before, and could you identify these? 
I cannot specifically identify them, but I assume 
that these are the minutes of that meeting. I take 
no exception to them. 

All right. 


MR. GOLDMAN. Mr. Carr, do you want to mark 


MR. CARR. Yes. I'd like to have this marked 
as Oddi Exhibit 1. 


("National Radio Company, Inc., Regular 
Meeting of the Board of Directors, 
November 22, 1968,"' marked Oddi Exhibit 
l for Identification.) 
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prior to this? 

Yes, sir, that is the question. 

I would-expect that it was in order for me to report 
on it. 

I show to you a seven-page document entitled "Pre- 
liminary Memorandum," dated November 14, 1968, ec 
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the top of the page the initials "HDP/i," which was 
previously in this case introduced as Plaintiff's 
Exhibit No. 1 at Mr. Lerner's deposition on April 19, 
1972.. Would you take a look at that, Mr. Oddi, and 
tell me whether or not you recall seeing that at or 
about that time or at any time prior to today? 
I don't recall seeing this at any time. 
I show to you a copy of a letter dated November 20, 
1968, consisting of two pages to Whitney Drake from 
Clarence S. Lyon, and I ask you: Have you seen that 
at or about the date thereof, November 20, 1968? 
(Discussion off the record.) 
I don't recall seeing this letter at any time. 
MR. CARR. I think I would like to have 
marked, however, for identification the two-page 


letter to Mr. Drake from Mr. Lyon dated November 


20, 1968. 
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(Two-page letter dated November 20, 1968, 

to Whitney Drake from Clarence §S. Lyon 

marked Oddi Exhibit 2 for Identification. ) 

(Discussion off the record.) 
Mr. Oddi, I. show to you a copy of Lyon Exhibit 6, 
which was identified in this case in the deposition 
of Attorney Clarence Lyon held on August 13, 1974, 
consisting of a letter dated January 3, 1969, "'To 
the Board of Directors, National Radio Company, 
Inc.,"' and signed by Frank F. Oddi, and three 
additional pages thereto being a "Letter Agreement" 
signed by Mr. Lazar on behalf of Frequency, and 
Signed by Mr. Oddi on behalf of National, and ask if 
you can identify that, sir. 

(Discussion off the record.) 
I believe this letter agreement is one that I wrote. 
I believe that's my signature, and I don't doubt 
that this accompanying letter or the letter of 
transmittal is valid, except that I don't understand 
why it is noc signed by me. 
Do you have a recollection of the practice that you 
employed at or about that time with respect to 
sending a Memorandum of Terms to the Directors, 
Mr. Oddi? 


Yes. This type of a memorandum is the’ common type 


that I would employ in a negotiation with an 
individual, which was the business basis -- and when 


I say "letter agreement,'' this would be a business 
agreement, in this case with Mr. Block, wherein we 
had reached, we both believed that we had reached a 
business agreement, and this would then later be 
implemented by the legal people in terms of a formal 
legal agreement. It was my practice to outline in 
this manner what I believed to be the pertinent 
points and the terms of such an agreement. 
Would you please refer to the letter agreement and 
the second page thereof under the paragraph entitled, 
"NCRI Causes,'"' and tell me what your recollection is 
of any discussion with anyone at Frequency concerning 
the assignment of causes of action. 

Mm. GOLDMAN. Mr. Carr, at this time i want 
to make an objection for the record. I am not 
going to object to any questions you may ask 
Mr. Oddi concerning discussions with Mr. Block 
or amyone else at Frequency on the subject of 
the Atomichron deal, but I am going to object to 
any attempt to ascertain the meaning of that 


document as a contract on the grounds that it is 


not:the final agreement between the parties; 


there is a final signed contract between the 
parties, and I think the rights of the parties 
are determined by that final signed contract and 
not by any prior deal, memo, or letter of intent 
or understanding. 

MR. CARR. All right. 

THE WITNESS. May I respond? 
You can still respond. 
Frankly, I really have no memory as to what in 
particular this would apply to. 
Do you recall discussing with Mr. Block or anyone 
at Freyuency the matter of a ‘se of action against 
Hewlett Packard? 
No, i don't. 
Do you recall delivering to Mr. Block or anyone at 
Frequency a inn of the "Preliminary Memorandum" 
which we have referred to here as Exhibit 1 in the 
Lerner deposition? 


No; = do not. 


Would you refer to Page 2 of the agreement, so-called 


agreement, attached to Lyon Exhibit 6, the paragraph 


beginning with the sentence which reads as follows: 
"The agreement as outlined above was arrived at by 


Frank F.' Oddi representing National Radio Company, 
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Inc., and Martin B. Block representing Frequency 
Electronics, Inc., at e@ meeting at the office of 
Frequency Electronics on 25 November 1968 and 
subsequent conversations by telephone between the 
same two individuals during the period 29 November 
and 30 December 1968."" And if you'd tell me your 
recollection of that meeting on 25 November? 
I do now recall that we did hold a meeting at 
Mt. Block's premises. As a matter of fact, I 
believe Mr. Block picked me up at the airport, and 
I believe there too another gentleman was present, 
and we discussed, perhaps finalized at that point 
the essence of this agreement. I remember that 
vaguely, but I do remember visiting his premises, 
his business premises. 

| 
Did you know the business in which Frequency was 
engaged at that time? 
I believe I was generally aware. As a matter of 
fact, I believe Mr. Block described to me the 
business that they were in at that time, but I 
couldn't tell you now with any clarity what it was. 
Do you. remember anything that Mr. Block might have 
said to you at that time about the business of 


Frequency with reference to the Atomichron? 
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I recall very generally that they felt that they 
had the capability to do with the Atomichron what 
National had failed to do in terms of, one, getting 
Phe v cone rated version to really work and, secondly, 
fo better werket it in that they had an in-house 
capability to accomplish these things. That is 
generally what I recall. 

In Oddi Exhibit 1, which is the Minutes of the 
Board's meeting of November 22, 1968, the first 
page thereof states that you as president in 
advising the Board of the negotiations for the 
possible sale of the aceon line advanced 
reasons for the sale. I show you those Minutes. 
Can you tell me briefly what those reasons were, 
Mr. Oc di? 

I believe, as I recall, our two basic reasons for 
this sale were, one, the company had not been fully 
successful because of basic in-house capability in 
making this a really workable device in spite of 
the fact that as a result of some subcontracting it 
supposedly had a working commercial version that 
was supposedly marketable. For some reason, some- 
thing was always going slightly wrong, and we were 


unable to quite come up with the answer except 
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after much time we would correct one bug and:almost 
concurrently another bug would develop somewhere in 
some manner. Secondly, the company at this point 
was in need of money, which in itself was a good 
reason for this sale. Amd, third, sort of based on 
both, the company had been spending money on this, 
and if it did not sell it they would need to either 
abandon it or continue to put more money into it. 
'So these three basic: reasons sort of inter- 
dependent were, I am quite sure, the reasons 
referred to in the Minutes. 
What is your recollection of what Mr. Block said to 
you as the reasons why Frequency was interested in 
purchasing the Atomichron line, and that is at the 
meeting of 25 November or at any time -- any time, 
let's say, prior to the closing? 
It seems to me that during the course of our 
discussions and/or negotiations Mr. Block mentioned 
to a in fact, I think he made me acquainted with 
the type of things they were doing in the company, 
and he felt that -- Let's see. It seemed to me that 


they had a product line in the company that was 


basically similar in a'much more basic concept to 


the Atomichron line, some kind of a frequency -- 


¥ 


Can you tell us what those discussions were, please, 
Mr. Oddi? 

The discussions centered around the inventories and 
particularly the equipments. As I recall it, the 
inventory and equipment list, upon examination by 
Mr. Block and/or his associates, listed more items 
than were present in physical identification; in 
other words, not all:‘of the items on that list were 
on minute examination there, as I recall it. ae 
secondly, I recall very vaguely that I believe 
there was a contention by Mr. Block that some of 
the items on that equipment list were not really 
usable. That is generally about what I recall. 

Do you recali any discussion with respect to the 
patents? 

I don't recall any discussion at all, except that 
he had been, I believe, at that time furnished with 
a list of patents -- and that was it. In other 
words, I was in no position to discuss it. 

Do you recall anything that Mr. Block said to you 
Or, to your knowledge, to anyone at National Company 
or anyone at Frequency might have said to anyone at 
National Company with respect to the patents? 


I do not recall that anyone said anything memorable 
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to me or to anyone in the company in my presence 
with respect to the patents. 

To your knowledge did anyone -- 

Excuse me. Just let me say, whether it was said 
or implied -- and I.suppose at some time it was 
said, but I don't remember it specifically -- this 
list of patents was one which at some point ne was 
free to review with our patent attorneys, our in- 
house people acquainted with them. 

MR. GOLDMAN. I move that the last answer 
be stricken. Mr. Oddi appears to be making a 
statement on the basis of what he assumes was 
implied rather than on the basis of a recollection 
of anybody having stated that to the plaintiff. 

MR. CARR. Maybe the witness would like to_. 
restate his answer to whether or not he recalls -- 
(Continuing) .I don’t recall any specific reference 
to the patents as such, conversations. 

Do you recall saying to anyone at Frequency prior 

to the closing that they should check with National's 
patent counsel with respect to the patents? 

Not specifically, I don't. 

Did: you give or did you urge people at Frequency to 


come to National to make an inspection of what they 
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were buying at any time prior to the closing? 
Well, we didn't urge them to, but I am certain that 
we made all of the people in the company available 
to them with whom they could hold discussions and 
inquiries and what-have-you. This is the period 
during- which, as I recall it, there were abou* one 
or two days spent on our premises by Mr. Block 
and/or his people. What they did during that period 
specifically, I don't know. 

Do you recall Mr. Block or anyone at Frequency 
Saying to you that the Zacharias patent was the 
important patent in this transaction? 

No, I do not, 

Do you recall Mr. Block or anyone at Frequency 
Saying to anyone else at National, or did you learn 
that they said to anyone else at National, that the 
Zacharias patent was the important patent in this 
transaction? 

I have no recollection of any statement to me or 
anyone else in my presence of that nature. 

Do you recall Mr. Block or anyone at Frequency 
Saying to you that they would not go through with 


the transaction if the Zacharias patent was not 


valid? 
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No, I do not. 


In connection with your negotiations with Mr. Block, 


did you gain any kind of an understanding or 


implication that they were buying the Atomichron 


product line because of the Zacharias patent? 


MR. GOLDMAN. I object to the question. 


t think what he may have gained by implication 


is irrelevant. 


MR. CARR. We will let it stand. 


Do I answer? 


You can answer. 


No, 


1 do not. 


Did Mr. Block or anyone at Frequency say to you 
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personally that any one particular or several 


patents were so important that they would not Zo 


through with the transaction if these patents proved 


to be invalid? 


I do not recall any such statement. 


Q Do you recall any discussion at all by Mr. Block 


Or anyone at Frequency with respect to the validity 


ca 


of the patents which were being purchased in this 


transaction? 


Not with me, no. 


Boe 


Do you have any recollection of Mr. Block or anyone 
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at Frequency concerning the discussion of the 
validity of the patents in this transaction with 


anyone else? 


~ 


No, I don't but I'd like to again say that because 
of my peculiar position at that time I do not 
recall being present at any time where discussions 
were held between Mr. Block and any other people 
in Khe: company. 

Did you bons of any such discussion through any 
other source, Mr. Oddi, at any time? 

I do not recall learning of any such discussion 
from any other sauces 

That means at any time even up to the date of this 
ceposition? 

That is correct. 


So you have no knowledge either directly or 
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indirectly, Mr. Oddi, if I understand the testimony, 
that Mr. Block or anyone at Frequency had ever said 
to ban or anyone else at National anything about 
patent, validity and the importance of such patent 
validity in connection with the transaction? 

I have no knowledge or recollection of any such 
statement directly or indirectly. 


I show to you a copy of Lyon Exhibit 7 which was 
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marked for identification at the Lyon deposition 
on August 13, 1974, which is an inter-office 
correspondence from Mr. Drake to certain named 
persons including F. F. Oddi, as indicated, and 
purports to be a draft of the Purchase and Sale 
Agreement with respect to the Atomichron. I show 
that to you, sir, end 1 ask you: Do you recall 
receiving a copy of that? 
I do not recall specifically receiving a copy of 
this, no. fF am Mot stating that i didn't, but I 
don't specifically recall the item. Again, because 
of the peculiar position I was in, there is a 
possibility that I may have received it and frankly 
didn't even read it or just glanced at it, beaater 
I believe at that time I had resigned from my 
position with the company. 
Would:.you look at Paragraph 8 of the draft of 
January 1, 1969, which consists of part of Lyon 
Exhibit 7 and read that, sir? 
I have ‘read it. 

MR. GOLDMAN. May I see that, Mr. Carr? 

MR. CARR. Oh, yes. (Document handed to 
counsel. ) 


Do you have any recollection at this time as to any 
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discussion which was had between you or anyone at 
National and Mr. Block or anyone at Frequency 
concerning that Paragraph 8, and in particular the 
language which states that, "The net proceeds of 
any cause of action presently accrued or pending 
in relation to the Atomichron product line should 
be shared equally between FEI and NRCI." 


Now, your question again was what? 


Do you recall any discussion with respect to that 


paragraph, and more particularly to those words 

that I just read? 

I don't recall any discussion as such, no. 

What is your memory as to what those words relate to? 
My memery is vague, but it seemed to me that 
National had a possible basis of action against 
someone, that -- well, it was in the stage of 
possible, as I recall it -- nothing had been done to 
pursue it -- and that this referred to that possible 
or probable action. My memory is really very vague 
on that. 

Do you recall discussing this action with any 
attorney with Kenway, Jenney, or more particularly 
Mr. Lyon? 


No, I:do- not. 


I show to you Paragraph 8 of the signed Purchase 
and Sale Agreement which is attached as Exhibit 1 
to the Complaint in this case, and I refer you to 
Paragraph 8 there. I also refer to you the fact 
that there is added an additional sentence which 
says, “NRCI will use its best efforts to have and/ 
or to cause its attorneys and/or agents to deliver 
any correspondence or records of such causes of 
action to FEL.” 

Do you have any recollection of what that 
referred to? 
None at all. 
Do you recall discussing with anyone at Kenway, 
Jenney, patent law firm of Boston, the possible 
cause of action by National against Hewlett Packard? 


No, 1 do not, nor would 1 have normally. 


Who in National would normally or usually have had 
such discussions with Mr. Lyon or any other attorney 
at Kenway, Jenney? 

This type of discussion would have been held by 
either or both of the company's in-house attorney 

or the Contracts Department, depending on the nature 
of the action. This would be the company's Contracts 


Administration Department and/or the company's 
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attorney. 

And the company's attorney was who, Mr. Oddi? 

At that time, Whitney Drake. 

Who was in charge of the company's Contract 

Administration Department? 

At this time? 

Yes, sir. 

Well, there is a fine line here. I think the 

actual named head of that was Green. 

Green? 

What is his first name? 

Leonard Green? 

Leonard Green, I believe, was the named head of 

the Contracts Administration Department. However, 

and I am not certain at this date exactly, John 

Conway to whom the Contracts Administration Depart- 

ment reported up to some recent date, if not at 

that date, and who had been the head of the 

Contracts Administration Department, would coven 

have had a heavy hand in anything of significance. 
MR. GOLDMAN. Can we bie a five-minute 

break? 


(Brief recess.) 
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Mr. Oddi, 1 show to you a copy of the Minutes of 
the National Radio Company regular meeting of the 
Board of Directors held January 31 1969, 
consisting of a total of eight pages, and direct 
your attention to the bottom of the first page 
thereof with respect to the matters relating to 
the negotiations with FEI concerning the sale of 
the Atomichron business, and ask if you could look 
at that and tell me whether you recollect that 
meeting and if you can identify those lfinutes. 
I believe these are the Minutes, correct Minutes 
of that meeting. 
MR. CARR. Could we mark this as Oddi 
Exhibit 2? 
(National Radio Company, Inc., Regular 
Meeting of the Board of Directors, 
January 31, 1969, marked Oddi Exhibit 
3 for Identification.) 
Referring to the second page of the Minutes which 
is Oddi Exhibit 3, what is your recollection of 
the matter relating to royalty payments? ‘ 
As I recall it from looking at the agreement here, 
there was a royalty arrangement which was 5% of 


sales over a given amount and up to a maximum 


amount; that is, the royalty could be a maximum 
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for a certain period And, more specifically, 

this directed itself to the fact that the company 
could be in an advantageous position because the 
National Company felt that Frequency Electronics 
had a better capability for making this equipment 
work and for marketing it. 

I direct your attention to Paragraph 5 of the 
agreement as signed, which is Fxhibit 1 to the 
Complaint in this case, and I direct your attention 
to Paragraph 5 in the draft agreement, Lyon Exhibit 
7. What is your recollection of any discussion 
that you may have had with Mr. Drake concerning the 
fact that the agreement states that all items of 
inventory and machinery are to be conveyed in an 
"as is'' condition? Do you have any recollection of 
that? 

Sorry. You were directing my attention to this -- 


Paragraph 5 here, and Paragraph 5 in the draft, yes, 


si 


gir. 

And your question was? Was my recollection with 
respect -- 

Of any conversation with Mr. Drake with respect to 
that language. 


Only generally -- that, particularly with respect to 
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the inventory and equipment about which there had 
been some question, one, they would pay only for 
exactly what they got; in other words, if for any 
reason the list was incomplete at the time of 
deliv. cy or some of the items happened to be 
missing, then, of course, they would be deducted. 
And, secondly, that because the equipment had been 
there and there had been some question as to whether 
it was operable or operating properly, that having 
been viewed, that the sale would be as is. 
Did the company make any representation, or was it 
the intention of the company to make any repre- 
sentation as to the operability of the equipment? 
MR. GOLDMAN. I object to the question. 
The company's intention is totally irrelevant. 
Did you discuss with Mr. Drake anything with respect 
to the operability of the equipment and;~if so, what 
did you say to Mr. Drake? : 
MR. GOLDMAN. I object to that question 
also on the grounds of relevency. The dis- 
cussions between Mr. Oddi and Mr. Drake, if any, 
on this point are also irrelevant to the 
question of the meaning of the’contract. 


MR, CARR. Well, 1 d like to hear the 


witness' response. 

I don't recall any specific conversations with 

Mr. Drake, but whether it be with Mr. Drake or 
whomever, whether Mr. Conway or what-have-you, and 
just how I conveyed this, I don't recall any 
Particular conversation. lt was to be as is, and 
the quantities and specific items were to be as is; 
in other words, lt was not our intention te repre- 


sent by a list that: you would find all of. these 


items and have to vay for them, and then when the 


time came if one or two items were missing that 


they'd have to pay for them anyway. In other words, 
it would be established at the time of taking, and 
the operability would be established by their own 
examination. 
What, if anything, did you say to Mr. Drake or 
anyone else at the company concerning the assignment 
of the patents? 

WR. GCLDMAN. I object to that question 
on the grounds of relevancy as well. 

MR. CARR. Okay. We will ask the witness 
to please respond. 
I don't recall any conversations with respect to 


patents. 
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the witness when your time comes. At the 
moment I am pursuing my examination, and l 
simply insist that my questions be answered 
responsively and that gratuitous, volunteered 
statements not be made. 

MR. CARR. Those are objections on my 
part, and the reasons for them. Go Shead. 
Mr. Oddi, other than as a stockholder in any of 
these companies which oe yee identified, oe 
perform any function? ae 
I severed all relationships with all poioanied on Or 
about that same time in early 1969 and have not 
since then nor do I now perform any functions. 
Mr. Oddi, what was the reason for your severing your 
relationship with all of these companies, including 
National Radio Company? 
I did not feel that my method of operations and that 
of Mr. Lerner were coincident and could co-exist. 
Could you elaborate on that a little bit more? 
1 didn't feel that his method of operation, for 
example, in National Radio Company, bringing in a 
man to run the operations of the company without my 


knowledge and without my approval, the subversion 


of my own responsibilities, and some like actions 
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in the other companies, too. 

MR. CARR. Move to strike on the ground 
that it is opinion. 
Is it fair to sav, Mr. Oddi, that as president of 
National Radio Company you felt that Mr. Lerner was 
interfering with the function of your office in Chat 
company? 

Me. CARR. Objection. : 


I would say that that was certainly instrumental in 


my decision. 


‘ 


i 


Now, you mentioned that Mr. Lerner brought in.a man 


to run the company -- I think that was your phrase. 
Generally correct. : . - 
Could you tell me who that man was and when this 
happened? 

This was Mr. Horner, who was brought into the 
company in about mid-19- -- about August, I believe, 
1968. 

I see. Now, Mr. Oddi, you described your responsi- 
bilities with National Radio Company as being 
particularly related to acquisitions and divestitures 
of assets, corporate combinations, and so forth; is 


that correct’? 


That is correct. 


Who was, during the period of time that you were 
president of National Radio Company, functioning as 
the chief executive officer of that company in fact 
with respect to matters that did not involve 
acquisitions? 

I think perhaps I may have misled you. When I 
became president of National Radio Company -- 
whether I misled you or not, bet me clavify it -- 
when I became president of National Radio Company, 


Il had the title of chief executive and I essentially 


ran the company with the approval of the Chairman 


and the Board, although the Chairman had a strong 
interest and kept himself well advised day to day. 
Who was that Chairman? 

Me. Lerner. 

Thank you. 

(Continuing) However, tn mid-1968 -- as 1 say, £ 
think it was August -- Mr. Horner was brought into 
the company without my prior knowledge or 
eonsultation at all, and 1 wes told that he was 
going to be the General Manager, 1 believe was the 
term. I was told that his responsibilities were 
General Manager reporting to me. However, 


apparently Mr. Horner was told that his responsibilitie 
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would be General Manager reporting to Mr. Lerner. 

When I insisted that this be clarified, as it was 

later -- the Board did clarify and approve an 
organization chart that clearly pointed out -- well, 

I should say that unless it was clarified | refused 

to be responsible -- it clearly pointed out that 

then Mr. Horner was the General Manager reporting 

to an executive committee, and that my responsibilities 
at my insistence and clarification, would be 
restricted to acquisitions. And in this case, this 
divestiture fell inte hak apa; and Aa 
essentially it. | 

Now, during the period of time that you were 
functioning in connection with the acquisition of 

the Atomichron product line by Frequency Gecceonice. 
did you report in fact anything relating to this 
transaction to Mr. Lerner directly? 

On this transaction? 

Yes. 

Yes. Mr. Lerner was kept fully informed, and I 
think this memorandum demonstrates that, at all times 
what the progress was. When I say "all times," all 


reasonable times as we made progress, where the 


matter stood, what my opinions were on it, what 
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| 


, 


anyone else's pertinent opinions were on it, why 

it would or would not be good for the company. 

To your knowledge, Mr. Oddi, during the discussions 
and negotiations with Frequency leading to this 
acquisition, did Mr. Lerner have any direct 
discussions or meetings or contacts with any repre- 
sentative of Frequency Electronics? 

I can't really answer that question because 
apparently at some point he had some kind of a 
meeting with -- meeting either pre-determined ae 
chance meeting with at least members of the law 
firm of Pryor, Braun or the people deveiwed What 
happened in that meeting I am not clear on and have 
never been clear. And whether he had other meetings 
or not -- I don't recall any to my knowledge, but 
this does not preclude the possibility because 

Mr. Lerner's office was in New York and it is 
possible that he did. I don't think -- well, it is 
possible. 

Now, do you in that connection, Mr. Oddi, ever 
recall meeting with Mr. Block at Mr. Lerner's office 
on Park Avenue in New York? 

I den’€ recall ic. 


Is it possible that you did meet Mr. Block with 
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Mr. Lerner at his office in New York? 
MR. CARR. Objection. 
it is possible. 


Now, Mr. Oddi, you testified that you have no 


recollection of Mr. Block or any representative of 


Frequency ever telling you that they regarded the 
Zacharias patent as being of prime importance in 
the effective functioning and marketing of the 
Atomichron product line; is that correct / 

T believe I did, right. | do mot Mave a recol- 
lection. 

Do you have a recollection of Mr. Block or anyone 
at Frequency mentioning to you that they considered 
a portion of the invention as being of prime 
importance to the functioning of the Atomichron 
product line, the Cesium beam frequency standard in 
particular? 

Yes. I believe that I recall Mr. Block not making 
a big point but making reference to the fact that 
the Cesium beam tube was of prime importance in the 
apparatus. 

Do you lees, Mr. Oddi, whether the Zacharias patent 
relates to the functioning of the Cesium beam tube? 


MR. CARR. Objection. 


have just cited. 

Now, in that connection, do you ever recall Mr. Block 
Or anyone at Frequency expressing to you concern over 
the potential competition which Frequency would be 
facing from Hewlett Packard if it bought the 
Atomichron product line? 

No, not in any context, no. I don't remember any 
reference to that. 

You don't remember Mr. Block ever saying to you that 
it was of concern to him that he be able to compete 
with Hewlett Packard by reason of the patent monopoly 
which Frequency hoped to acquire when it purchased 
the Atomichron product line? 

No. I don't -- You have used a word that is 

throwing me a little bit. 

What is that? 


You said “concern, 


Well -- 


(Continuing) Let me put it this way. I do not 
recall any specific comment or reference to that. 
Let me say if I can rephrase the question. Whether 
you interpret it as an expression of concern or not, 
do you recall Mr. Block or any representative of 
Frequency during these negotiations discussing with 
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you the question of Hewlett Sachavd's competition 
in the area of a competitive product to the 
Atomichron product line? 

No, 1 do not. 

Mr. Oddi, ‘do you recall ever saying to Mr. Block or 
do you recall anyone else at National or on its 
behalf ever saying to Mr. Block that National had 
undertaken a patent infringement action against 
Hewlett Packard Corporation? 

No. I do not believe I ever made the statement, nor 
do I know of anyone in National who made that state- 
ment to him, at least in my presence. 

Do you recall either yourself or anyone else on 
behalf of National ever advising Mr. Block or anyone 
at Frequency that National was in the process of 
investigating the bringing of a =a against 
Hewlett Packard Corporation for tne patent infringe- 
ment? 

I did not get into a discussion or make the state- 
ment, but at some point, and 1 don't know how, / I 
believe the point did come out that the company felt 


that there was a patent infringement and how this 


sienidieinetnactheildeasitemainiaiiateaioen. an 


Would arise to His attention £ don't know. 


Well, what is the basis for your recollection, 
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Is it your testimony that from the time discussions 
between Frequency and National began, to the best 
of your knowledge, Frequency did not express 
reservations but rather continued to proceed with 
the negotiations? 

If you will permit me to answer in my words -- 


Sure. 


The negotiaticrs did not proceed evenly and smoothly. 


I would say Mr. Block is a good negotiator and 
continued to negotiate and to raise questions, and 
one of the questions was how good the equipment was 
and how useful it was in order 0 produce additional 
equipments, perhaps even additional tubes -- maybe 
it had to do with the tube itself; I don't recall. 
And there was further dickering on'price, and 
considerations of that type, but I don't recall that 
at any time there were any serious halts or slow- 
downs in the negotiations. 

So then it is your testimony that you do not recall 
a time at which Mr. Block or someone else on behalf 
of Frequency said that they would not proceed with 
the acquisition unless they could have some 
assurance of the strength of the patents in 


connection with the Atomichron product line and 


particularly the Zacharias patent? 

No. I do not recall any such time or such statement 
or such position. 

Mr. Oddi, do you have any knowledge of why this 
Preliminary Memorandum, identified as Exhibit 1 of 
the plaintiff on Mr. Lerner's deposition, was 
prepared? 


No, 1 Yeally don't... Ase | eaid. | don't recall 


seeing this at any time, and therefore any kncwledge 


would be pure conjecture. 
Is it your recollection, Mr. Oddi, that you were not 
aware of any letter having been written on behalf of 
National Company to Hewlett Packard Corporation 
concerning alleged patent infringement of the 
Atomichron product line prior to the time of the 
closing of the deal with Frequency? 
I would have to say that I do not recall being aware. 
I have no recollection of a letter being sent to 
Hewlett Packard. 

(Discussion off the record.) 
Mr. Oddi, was it customary for certain executive 
decisions to be made at National Radio Company in 
the period of late 1968-early 1969 after Mr. Horner 


arrived without your knowledge? 
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with full certification and can be used at the trial, even 
without the signature of the witness. 

Off the record, 

(Discussion off the record, ) 

MR. CARR: (On the record, 

MR, ROMERO: As for the Massachusetts case, I am willing 
to adopt substantially the same things, except that I would 


like to add while we waive filing, either party may use the 


deposition at any time in the course of the proceedings as 


the peaeeied may require. 
MR. CARR: No problem. 
Thereupon, 
BE. WHILINEY DRAKE 


a witness, was called for cxamination by counsel for Louis C. 


Lerner and, having been first duly sworn by the Notary, was 


examined and testified as follows: 


EXAMINATION BY MOCNGE FOR LOUIS: C, LERAER 
BY MR. CARR: 
Please State your full mane, Hr. 
A Edward Whitney Drake. 
Q And are you generally known by -- and how are vou 


gcnerally known, sir? 


A E. Whitney Drake. 
Q And what is your age? 
A Thirty-seven. 


MR. GOLDMAN: That is a good age. 


BY MR. CARR: 

Q And would you briefly summarize your educational 
background? 

A Graduated from high school 1954, went to Harvard 


| College and Beston University Law School, admitted to Massa- 
| chusetts Bar in 1961. 

i Q Do you have any special training in accountinq? 

y ¥ St J g 

| 


\, A No. 


oz 


i Q And would you please briefly sunmaxize your pro 


fessional experience? 


} 
! 
{ 
i 
| A I was in general law practice for about two years | 
} 
after I graduated froii law school. 2 was in commercial and | 
| real estate finance .ith @ finanec cormany and 2 life insurance 
t Company fos about three years aiter that. I was in orivate 

practice for about ten months efter that, and 1 joined Nationa 
Radio Company then in about July, 1967. = was with them -- 


{ 
1 
| let's see. Decemboar '71, I went with General Dynamics Cor- 


poration December *71, left thom Mareh '73, 


| » gaa | 


I was a combination of law practice and some consulting work 
with a consultant for a short time, and than I came with the 
Navy Department in August of '73, which of soe ¢ am with 
now. 

Q Could you please describe in some detail the title 
of your job and where you are actually now located, Mr. Drake? : 

A I am Assistant Counsel for the Naval Sea Systems 
Command, which is part of the Office of Gennral Counsel for 
the U. S. Navy Department. We deal -- my primary responsi- 
bilities are in major ship building claims, under various 
Contracts. 

Q And would you please state your present home 
residence? 

A 5222 Lighthorn Road, Burke, Virginia. 

Q During the vericd you were with National Padic 
Company, from July 1967 to December of 1971, please describe 
in reasonable detail your work and responsibilities, 

A Well, one of my responsibilitias was in dealings 
ON government contracts, in terns of claims preparation, 
negotiation of terms, negotiation of settlements. 

Another major area of activity was involved in 


financial matters, negotiating or helping to negotiate some 


financial transactions, contract drafting for sales con- 
tracts, warranties, this type of thing, and some general 
type corporate activity. I was also an officer.of the 
company for approximately four years, from about November '¢7 
to December '71, when I left. I was clerk, which is equivalent 
to secretary in out of state jurisdictions. 

MR. CARR: Can we interrupt the deposition to show that 
Mr. Henry D. Pahl, P-a-h-l, Jr., a defendant in the Massa- 


chusetts case, has entered the room. 


Thank you. 
BY MR. CARR: 
Q During the period of time you were with National 


Radio Company, Mr. Drake, did you have contacts with any law 


firm in the Boston area engaged in the general corporate 
Jag : E 


practice of law? 


A Yos, With Pich, May & Bilodeau, in Boston. 

Q In Boston. And did you cell upon Rich, May and 
Bilodeau for counsel and advice from time to time? 

A yes. 

Q And who was the rerson at Rich, May & Bilodeau 
that you primarily sought advice from? 


A Primarily, it was Tom Bilodeau. 
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Would that be Thomas H. Biiodeau? 


That's Correct, 


H 
| . 
‘Q And during that same period of time, did you call | 
upon or have any contacts in the Boston area with a patent - 
{ 
: ‘ Poa | 
firm, or more accurately, a law firm specializing in satent | 
| 
matters ? 
A Yes. National Radio Company's outside patent coun- 


sel nacd been and was during my period Kenway, Jenney & Hild- 


reth, in Boston, Massachusetts. 


Q What was the name of the attorney at Kenway, Jenney 


and Hildreth with whom National or you hed principal or 
primary contacts? 

A It was primarily Clarence Lyon. 

Q That 1S Clarence: S. Uyon. is thet correct, Mr. 


Drake? 


A Thet's correct. 

0 And is it accurate te say that you had or someone 
at National Company had pvimary contact. with Mr. Lyon during 
that pericd you were with National Comneny? 

A I think that -- 1 think it would be better to 


clarify your question. Ccortainly I spoke with Clarcnce 


Lyon frequontly on legal matters, but I am sure that other 
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officers of the company did also. To what extent, I don't 
know. 

Q To your knowledge, were there other people at 
National Company that had contact with Mr. Lyon or other 
persons at Kenway, Jenney and Hildreth? 


A I am sure it would have been Frank Oddi and John 


Q You spoke of Kenway, Jenney and Hildreth, and I ask 
you, sir, do you know whether the name of that firm has now 
been changed to Kenway and Jenney? : 

A i don't Rnow that. 

Q For thesake of broavity, could we refer to Kenway, 
Jenney and Hildreth here in this deposition as Kenway and 
Jenney? 

A 1 have no objcetion. 

All vight. 
You referred to Kenuwey and Jenney as Naticnali's 
outside patent counsel? 

A Yes. 


By that ohrasc, sir, do vou mean that National 
y c 


had or may have had an inside patent counsel? 


A No, I don’t mean that. 


in the office of Frequency at the time the deal was reached 
between Mr. Oddi and Mr. Bloch as referred to in that para- 
graph, sir? 

A No. 

MR. GOT-DMAN: I object to the form of the question, 
which assuecs that a deal was reached prior to the date of the 
final contract between Frequency and National, Mr. Carr. 

MF. CARR: Okay. 

BY MR. CARR: 
Q Did you participate in any way in the negotiations 


which resulted in the sale of tho Atomichron vroduct line to 


Frequency? 
A Well, 1 will refer to my carlier answer, which is 
that 1 had no cognizance of this sitvation until at least 
January of 1969. Now, I remember exchanging some draft 
contracts with Kent Klineman sometime in January. I don't 


know how many drafts. ft mignt be ona or two. I don"t even 


recall if we diseussed torms and conditivons as such, I re 
member in late January thare was one discussion between Kent 
Klineman and -- well, as I think of it, there were two. 


There was a discussion involving Clarence Lyon, Tom Bilodeau, 


myself and Kent Klineman, involving detaiis of the 
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agreement, and I can't exactly recall what they were, but 


subsequent to that date, there was a discussion between Kent 


Klineman, Martin Bloch, Frank Boyer, who was a Vice President 


of Engineering, and myself, relating to what patent or 


patents National Radio would get a license back for, as part 


of the final form of this transaction. 


Other than that, no. 1 had no particular part in any 


of these negotiations. 


Q SO I can understand your testimony, Mr, Drake, 


it that up to the date of byway 


Exhibit 6; you had nothing to 


do with work or negotiations which I have Generally referred 
: y 


to as the sale of the Atonichron product line? 


A That is Essentially coriact. I would, of course, 


place it after the date of that Lyon £xnibit 6, 


Q What discussions uid you have, if any, with Mr. 


Oddi, prior to Janvary 3, 1969, in cernection with the Atomi- 
P y 


chron or the Atomichron product line? 
A None that I remember. 


Q Do you remember Mr. i saying anything to you 


about his interest in selling the Atomichron product line? 


A When? 


transaction? ~ | 
A His interest would be basically financial. It would, 
be, for example, either setting up for collection of the | 
promissory notes and deposit and use of the cash, cash | 
planning, that type of thing, the financial type responsi- 
bilities. 
Q Would you please refer to page 2 of the first 


aAraft, and Paragraph 5, which is entitled "Title to be 


What was your intention with respect to the lan- 
guage contained in Paragraph 5? 


MR. GOLDMAN: I object to this question on the same 


| 
| 
' 
| 
| 
conveyed"? : | 
| 
| 
| 


grounds as before, Mr. Carr, with the added objection that 
Mr. Drake's intention is totally irrelevant under any view 
of the significance of the instrumont, even if one were to 
assume that there is an ambiguity in the final agreement. 

MR. CARR: Let me read the intention as to also include 
whatover state of mind vow might have had at that time, if 
you would please tell me what you intended to mean when you 
said, quote, “All items of inventory and machinery, including - 
without limitation Items 1 through &5 (No. 75 having been 


doleted), on Fxhibit A, att2ched hercto, are conveyed 


‘as is',” et cetera? 

A well, obviously, the "as is" is to say with no 
warranty, that we conveyed them, and the "as is" is uniform 
commercial code type language, to say that they are conveyed 
as they are. 

The balance of the matter, as I read it, and re- 
call it, was that there was a limited warranty here. Basi- 
cally, that NRCI owned the itens, and that it had the right 
to convey them. 

Q And the final paragraph of Paragraph 5, which reads, 
quote, "NRCI warrants that it nas full right and title to 
the items conveyed hereunder, and that it has the right and 
authority to convey the same." 

What did you mean by “full right and titic,” Mr. 
Drake? 

MP. GOLDMAN: Seme Ghicchion, Mr. Cerr. = think the 
witness in fact has answered tho cucs 

MR. CARR: I will #ere in on theee words, though. 

THE WITNESS: I will refer hack to my prior answer, 
because that's, I think, reflective of it. 

BY MR. CARR: 


Whitney, I want to have you say it again. 


What did you mean by “full right and title"? 
A That NRCI owned them, and that it had the right 
to convey them. 
: Q Now, with respect to Paragraph 6, and the royalty, 


do you recall any discussion with Mr. Oddi or anyone else at 


National Company, concerning the royalty payments which are 
referred to in Paragraph 6 of tie first draft? 

MR. GOLDMAN: Note my continuing objection, Mr. Carr. 

MR. CARR: Oray. 

THE WITNESS: I nave no clear memory of a discussion. 
I am sure that based on the practice described, I must have 
discussed it, but I don't remember. 

BY MR. CARR: 

Q Would you please refer to Paragraph 8 in the 
first draft, sir, which is entitled, cuote, "NRCI causes of 
action,” and read that, sir? 


A Yes. 


Q All right. Do you remember any discussion with 
Mr. Oddi or anyone clse at National Company with respect to 
the assignment cr conveyance of causes of action? 

A Your question was at Naticnal? 


Q Yes. Anybody at National, the assignment or causes 
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vf action as referred to in said Paragraph 8. 


A I have no memory of any discussion on that particu- 


lar matter. I think it was vretty much embodied in the memo- 


randum that I received on this. 
MR. ROMERO: May we have that clarified? 
THE WITNESS: That would be -~ 
BY MR. CARR: 
Which memorandum are you referring to, sir? 
A The early January one from Frank Oddi. 
Q I show you Lyon be and is that the 
momorandum that you are roferring to, sir? 
A Yes. 
Q And I refer te pogo 2 of the document attached 
to Mr. Oddi's letter of January 3, which follows the words 
*"NRCI causes," and reads as follows, quote: “"NRCOI will 
assign all causes of action presently accrucd or pending, 
including without lini tation causes for patent infringement, 
provided FEI assumes all risks and expenses of such 1iti- 
gation; and provided that any net proceeds after reasonable 
expenses be shared equally by FEI and NRCI.” 


Is that the language vou refer to, 


37 | 
| 
| 
' 


A That’ s richt. 
| 
Q Did you participate with Mr. -- with anvone, aia | 


you participate in any way -- correction: Did you participate 
any in any way in the drafting of the letter agreement which 
is attached to Lyon Exhibit 6? 

A No. 

Q Did you discuss with anyone that language which 
appears in Paragraph 8 of the first draft, Lyon Exhibit 7, 
which language in part reads as follows, quote: "Provided 
that FEI hereby agrees that it assulnes all risk and expenses 


of such litigation.” 


A I have only tho vaguest memory, but I am pretty 


certain that I discussed it with Clarence Lyon. 
Q What is your memory of that discussion with Mr. | 
Lyon? 
A I think it was just purt of a oeneral discussion of 
the patent aspects of the agreement, and vrokably in the 
nature of a question from me whether he felt there was any~- 


thing I should add or write in reuard to the subject, cther 


than what is here. 
Q Did you discuss with him the reference "Provided 


that FEI hereby agrees that it assumes all risk"? 


oe) 
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A That is, I think, part of what the discussion on 
this paragraph would have becn, yes. 

Q What were the risks, if you remember, that was dis- 
cussed with Mr. Lyon? 

A Generally the risk that thev would lose the patent 
suit. 

Q Did you discuss, included wit. cnat was there any 
discussion of patent validity or invalidity? 

A No; not that I remember. 

Q With respect to Paragraph 16, whica provides “This 
agreement shall be governed in all respects by tle laws of the 
State of Massachusetts," did you aiscuss that provision with 
anybody? 


A i have no clear memory of doing so. I am pretty 


sure it is boilerplate. 

Q What was your practica with reypect to, if any, 
what was your practice with respect to making adaraements 
drafted by you, governed by the Massachusetts? 

A I would say it was a general oepeees 

Q That you would include such a thing? 


Yes. 


If at all possible, in negotiations? 


Exhibit F being entitled "Assignment of the Patents," and 
Exhibit G being entitled "Assignment oi frademarx," and do 
you recognize the typing, sir, on Exhibit F, the Assignment 
of Patents? 

A No, I don't. 

Q Do you know whether or not that was typed at 
your osfic or somewhere at National Company? 

A I don't know fer certain, no. 

Q Woulé you take a look at Exhibit G and tell me if 
you recognize the typing on that docuncnt, sir? 

A Again I don't. | 

Q Do you know whether that was typed in your office 


ox somewhere at Nav al Company? 


A Z am noc sure. 
Q With respect to the language, sir, in the. assigqn-. 
- pment of patents, which reads in the granting clause as fol- 


‘lows, quote, "Now therafore, for agod and valuable considera- ‘J 


tien, the receipt of which is hereby acknowledged, said 


National Radio Company, Inc. hereby assigns to said Frequency 
: ‘a 


i 


Eloctronics ail right, title and interest in and to the 


4 
', patents and inventions claimed therein, together with the 


i hibe 


ci know-how associated therewith, said patents bearing the 


pay 


following registration numbers and dates (as registercd in 


GBs Gs Gs 


the United States Patent Office):" 
What is your memory, sir, of that language? Is 
that your language, sir? 

A That is substantially -- 

MR. GOLDMAN: J enter an cbjection to the questioning 
along this line. I don't think there is any relevance at 
all to the question of whose lenguage it is. 

WR. CARR: Let the question stand, please. 

THE WITNESS: The language is cither identical or defi- 
nitely based upon forms forwarded to me from Kenway,Jenney 
and Hildreth. 

BY MR, CARR: 

Q And you had discussed with Mr. LaHive, Mr, Lyon, 

or both of them, or other people at Kenway-Jenney, this 


language. Is that corre 


. ‘ . ° . ‘ « ! 

A i Nave &@ memory socci ts iy Of discussing this with 

| 

Clarence Lyon, yes. | 


S| 


Q And in ineluding in that discussion, did you discuss 
““'a@e all the matter of a warranty, expressed or implied, as to 


‘t. the patent validity? 


Oo \GCcci on te tic question, 
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The document speaks for itself. The intention of repre- 
sentatives of National tadio Company as to its meaning is 
irrelevant; its meaning is something to be drawn as a con- 
clusion of law by the court. 

MR. CARR: We can all handle that when we get to 
court. I am interested in whether or not he had that discus- 


gion with Mr. Lyon, in accordance with that question. 


; 
| 
| 
Could you read the question back, please? | 
(The reporter read the question.) | 
THE WITNESS: It would be my recollection that we did. 
BY ME. CARR: 
Q Can you tell us what the discussion was, Mr. pide 
A The substances of it -- 
MR. GOLDMAN: Objection. 
THE WITNESS: ‘The substance af it —- 


BY MR. CARR: 


Q Please go anczd. The substance of the discussion -- 


THE WITNESS: As 1 remember it, was that these were about 


the only words we could use te cut off warranties as such. 
; ! 
In other words, what the words say. We are conveying what | 


we had, the right, title, and interest. 


BY MR. CARR: | 


Q Do the words “quit claim" mcan anything to you, 


Drake? 
MR. GOLDMAN: Objection. 
THE WITNESS: The only real meaning they have for me 


today is in terms of the so-called quit claim deed form, 


.in real estate. 
BY MR. CARR: 

Q Did anyone at National Company tell you in connec 
tion with the preparation of patent assignment that th. com- 
pany intended to prepare a conveyante which would include a 
representation of patent validity? 

MR. GOLDMAN: Objection. 

THE WITNESS: The answer is no. 

BY MR. CARR? 

Q Did anyone at National Company tell you, in con- 
nection with the preparation cf the patont assignment, that 

they intended to include a warranty of patent validity? 


MR. GOLDMAN: Cbjection. 


“MHE WITNESS: 
BY MR. CARR: 
In fact, didn't they tell you, Mr. Drake, and with 


“yeference to Mr. Bilodeau's lettor and your conversations 


\ 


with Mr. Lyon, that it was the expressed intention of 
National Company to disclaim any representations of patent 
validity? | 
| MR. GOLDMAN: Objection to the form of the question. 
MR, CARR: Please answox. 
THE WITNESS: I have some memory of Clarence Lyon using 
virtually those words. 


BY MR. CARR: 


| 
Q And also to disclaim any express or implied warranty, 


Of patent validity. Isn't that trum, Mr. Drake? 
MR. GOLDMAN: Objection to the form cf the question. 


THE WITNESS: And I give the same answer that I just 


gave, which is that Clarence Lyon and 1 discussed this in 
_ the context, for example, of the transaction, in Tom Bilo- 
deau's letter. 
BY MR. CARR: 


Q At that same time, did vou discuss Peraqraph &, 


as it appeared in the final agreement, which is Horner 


Exhibit 1 for identification, and is attached to the Complain’ 


: in this matter? 


A Let me look at this. 


Q And in your review of that poragraph, sir, would 
. FP g 
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you please compare that Paragraph 8 as it finally appeared 
in the agreement with the Paragraph 8 in your first draft? 
A Yes. There was some discussion of this paragraph 
between Clarence Lyon and myself. ‘YThe exact details, I don't 
remember, but I know that it was discussed between Clarence 
“Lyon and me, yes. 
Q Do you note the difference in the language, sir, 
as it finally appeared? 
A Yes. i see that there is a santence,. for example, 
* at the end, that in essence, NRCI agrees to allow its at- 
hacniys to deliver correspondence ind cooperate with FEI on 
# patent causes of action. 


Q Did you discuss with Mr. 


A Yes. In essence, thore was some -- I don't remember 


4 the exact details, but in essence, there was some kind of a 
ae 


discussion that we would have to waive privilege with respect 
gie0 permitting Frequency to do that, 
Permitting -- 


Kenway-Jenney to act for FEI. 


So Mr. Lyon, in speaking with you about the 
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privilege, had suggested language which appeared here. Would 
that be a correct statement, sir? 

A I don't remember whether he actually suggested 
this specific language or whether I read it to him and he 
concurred. He concvrrad in the language. 

Q He concurred in the. language. 

A Yes. 

Q And did he concur with the thought that that 
in effect was a waive of National's privileqe? 

MR. ROMERO: Objection. 

BY MR. CARR: 

Q With respect to any privilege over the items 

- veyed, including the Atonichron patents? 


MR. ROMERO: I object to that question. 1 don’t think 


se as th! 


5. ha can testify what the thought was, or whether Mr. Lyon con-. 


“i @urred in any thought. 


BY WR. CAPE: 
Q Did he Goncur in vile concept thet -- 


WR. ROMERO: I obicct to that qucstion, too; sane 


4 grounds. 


4 
Mise 


BY MER. CARR: 


Did you discuss with “r. Lyon the 


matter of waiving of privilege, Mr. Drake? 
A Yes. lin terms of getting consent from NRCI to act 


for FEL. 


Q And what in substance did Mr. Lyon say with respect 
to waiving of privilege with -- in regard te the patents? 

A Well, the discussion was very general, as 
it. And in essence, it simply meant that we would have to 
in some way consent or release them to act for FEL, and in 
that sense, it would involve some kind of a waiver of a 


Now, I don't romember any extensive detailed discussion beyond? 


» that. 


Q Now, so that I can understand what happened, it is 


Lyon or Mr. LaHive at Kenway-Jenney and asked for their com- 


| 
my understanding that you sent a copv of Draft No. 1 to Mr. : 
ments. Is that correct, six? | 


Q And as a result of thoir coamnents, Paragraph 8 


as in the final aqreement, Horner Exhibit 1, was prepared. 


| 
is that correct? | 
-A I would be reluctant to say that as a result of | 


their comments. Somehow, it evolved. Certainly it was 


/@iscussed with Clarence Lyon, in considerable or perhaps I 
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| 
| 
| 
| 


should say detail, for want of a better word. But in other 


words, Clarence Lyon and I discussed this paragraph more than 


once. 


Q Who had the ultimate responsibility for language 
with respect to the transfer of the patents and the assign- 
ment of the patents in this transaction? 


A Kenway, Jennoy and Hildreth. They had in effect a 


either a conveyance of patents or a conveyance of tradamarks, 


| 
veto power over any language that would have been used in | 
| 
or patent-related or trademark-related matters, | 


Q You, sir, as house counsel and as the clerk of 


National Company, did you, Sir, rely ion Kenway, Jenney and 


| 
‘Hildreth for patent counsel and advice concerning this ree 


‘action? 
A Yes. | 
Q Do you recall, sir, whether they gave you any advice 


OF counsel or recommendations as to dingueae which you | 
@id not follow in tho drafting of that agreement, or the 


oxhibits thereto? 


‘A T hey did net give me any acvice that I did net 
follow with respect to this acrooment and the exhibits. 
ee Would it be accurate to say that what advice they 


ate, 
* 5 a 


gave you, you did follow? 
A That is correct. 


Q Would you please look at Paragraph 5, siz, 


final agreement, which is again Horner Exhibit 1, and which 


is attached to the Complaint, and Compare that Paragraph 5§ 


in the final agreement with Paragranh 5 in the first draft, 
sir? 


MR. GOLDMAN: I simply wish to object to any attempt 


to elicit testimony from the witness concerning the meaning 


of Paragraph 5 or any other provision of the final agreement 
MR. CARR: Off the record. 
(Discussion off the record.) 
BY MP.) CARR: 


Q Referring to Para Eapli 5 in the final a reement, and 
: g g 


Paragraph 5 in your first draft, it is observed that the 


following provision was added or inserted in the final agree-~ 


Mant which did not appear in the first draft, in the follow- 


‘ing words, quote, "Patent shall be conveved by assignment 
q ‘ 3 


in the form hereto attached as Exhibit 'F'. The trademark 


and trade name whith are to ba conveyed hereunder shall be 


| 


‘Conveyed by assignment in the form hereto attached as Exhibit | 
Y y g 


WLC oI hag 


Do you reca)l discussing the adding of that language, 
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sir, with Mr. Lyon or Mr. Lallive or Someone at Kenway- 


Jenney? 
A I don't recall discussing the addition of this 


Specific language with them. It derives from the conveyance 


forms which we did discuss and work out between us, and 


of course, they saw this draft and other drafts in the latter 


part of January, 1969, 
Q Did you, sir, insert that additional Paragraph on 


your own, without consultation or conference with anybody at 


Kenway, Jenney? 


A I wouldn't say so, no. in other words, this -- tne 


fact that some words had to be addad to pick up these satiate 


Which were now to be F and G, was discussed between either 


Clarence Lyon or John Laliive and myself, 


Q Your practice, sir, in connection with this trans- 


action, was that you would rely upon whom for such language 


and such comments? 


A I would perhaps, on a thing like this, write the 


sentence itself, in the first instance, and submit it for 


comment, after discussion, for example, on patent matters 


with Kenway, Jenney and lijldreth. 


Q Now, in the final paragraph, or the third paragraph 


? 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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that sentence reads as follows: Quote: "No other 
warranties are Made in connection horewith, 


or implied." 


t 


sations that you had concerning that sentence, sir? 


MR. ROMERO: Objection. 


that point in Tom's letter, and to address this warranty 


Lyon. 


BY MR. CARR: 


Hive, or anybody at Kenway, Jenney to the effect that the 


of Paragraph 5 in the final agreement -- 
MR. GOLDMAN: Be careful. 
Off the record, 
(Discussion off the record.) 


BY MR. CARR: 
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What is your recollection, if any, of the conver- 


THE WITNESS: That would have been part of my conversa- 


tions with Tom Bilodeau and with Clarence Lyon, to address 


matter. That specific language was discussed with Clarence 


Q Did you have any discussion with Mr. Lyon, Mr. La- 


words "full legal title," as aAPpecairing, 1 the third paragraph! 


of Paragraph numbered S in the final aqreement, there was add 


a sentence to the paragraph appearing in the first draft, and 


whether expressed 


| 


i 
13 
ij 


Q ~~ Was a warranty, either expressed or implied, of 
patent validity? 

“MR. CARR: Could you read that question back? 

THE REPORTER: "Question: Did you have any discussion 
with Mr. Lyon, Mr. LaHive, or anybedy at Kenway, Jenney to 
the effect that the words ‘full egal titic,' as appearing 
in the third paragraph of Paragraph 5 in the final agreement, 
was a warranty, either expressed or implied, of patent 
validity?" 

MR. GOLDMAN: Objection to the form uf the question; 
leads the witness; calls for a cunclusion of law; totally 
improper. 

MR. CARR: I am merely asking for discussions. 

THE WITNESS: 1 like to think I can make that conclusion 
of law. 

MR. CARR: Yas. 

Okay. Do you understand <he qucetion, Mr. Drake? 

THE WITNESS: Let me answer you this way: As I under- 
stand the question, vou are asking whether or not in my 
Conversations with Clarence Lyon, the matter arose that the 


words "full legal title" amounted to a warranty of patent 


Validity. 


MR. GOLDMAN: Object to the witness summarizing counsel's 
question. Object to the form of the question. 
THE WITNESS: That's hew I understand the question. 
BY MR. CARR; 
Q It is in substanco my question, Mr. Drake. That 
is in substance my question, 
A The answer to that question is that Clarence Lyon 


and I briefly touched on this, ae fr remember, and concluded 


that it did not. 


Q And what did Mr. Lyon state that the words "full 


legal titie" meant? 


our conclusion -- 
MR. ROMERC: If he remenbers, 
MR. CARR: ré you remomber, 
THE WITNESS- Well, then, to the question as Stated, I 
don't remenbeor. 
BY MR. CARH: 
Could you remombar the substsunce of his colrment? 
I remember the substance of our conclusion, 


What is the substance of your conclusion, sir? 


A Our conclusion, jointly, was that we Simply repre- 
sented that we owned the patents, that there “cre no licens, 
no asignments, to, shall wo Say, Claims cf ownership of the 
patents against NRCI. That's the substance of our conclu- 
Sion, 

Q is it your testimony that the words "full legal 
title” had to do with the quantum or quantity that was being 
Conveyed, i.¢.,..100 percent of whataver you had? 

MR. GOLDMAN: Objection to tha form of the quastion. 

THE WITNESS: And I would havo! a job following that 
question, to draw an answer to it, 

MR. CARR: 

Q be TUGHe. Wa will dee them go that way. 

MR. ROMERO: Is this a good place for a break? 

(Whereupon, a short recess ae taken.) 

MR. CARR: Back on tho record, 

During the briof recess, 1t had talked with ™ Goldiman 


and Mr. Romero concerning my earlier request for a production 


of documents in both the case ponding in the Southern District 


and the case pending in the District of Massachusetts. It is 


my recollection that some of the Cocuments were not available 


for inspection, my inspection, or the inspection and discovery 


Did not, 
A But my memory is not good there. 
Q Okay. Do you remember discussing the alleyed in- 
fringement by Hewlett-Packard with anybody at Kenway, Jenney 


a€uring thak period of time? 


A in very general terms, I do remember, I think, in 


the context of this question, of causes of action. But it 


was in general terms. I can't remember any specifics at all. 


Q Had National, to your knowledqe, initiated a cause 
of action against Hewlett-Packard at that time? And that is 
any time between the time of thea first draft and the final 
agreement. 

A To my knowledge, no. 


Q Was there in existence a cause of action against 


Hewlett-Packard at that time? 

A 7 hat would call for a conclusion of patent 
fla, which I would be ee loath to make. 

Q Well, when I Said a cCallse of action, I mean 
strike that question. I didn't mean a cause of action, Mr. 


Drake. 


Was there any kind of an action filed in any court, 


me eS 
ME, tO your knowledge? 
Sl Bay ' 


A To my knowledge, no. 

Q To your knowlcdqe, at that time or prior to the clos 
ing ~- at any time, prior to the closing -- had National Com- 
sane Or anyone in its behalf written any letter to Hewlett- 
Packard with respect to alleged infringement of any one or 
more of the Atomichron patents? 

A To my knowledge, no. 

Q Mr. Drake, do you know Louis C. Lerner? 


A Yes. 


Q And at that time, did Mr. Lerner have anything to 
do with the National Cumpany? 

A Yes. He was Chairman of the Board of Directors. 

Q And do you know whether he owned any stock in the 
National Company? 

A I know he cwned a substantial block of stock. 

Q Do you know approximately the percentage of his 
stock ownership, sir? 

A Directly and indirectly, I would place it at this 


time at about 35 percent. 


Q And was he -- did he eccupy any office in the cor- 


agreement, Horner Exhibit 1? 


Q In connection with the preparation of the purchase 
and sale agreenent for the Atomichron product line, Horner 
Exhibit 1 for identification, which is also attached to the 
Ganeicane in the New York case, did you have any conversations 
with anyone representing or. employed by Frequency Electronics? 

A When was that, now? 

Q All right. From and after the time you saw Mr. 
Oddi's memorandum of January. 3, 1969 up to the closing date, 
@id you have any conversations with anybody at Frequency 


concerning the matters referred to in the purchase and sale 


A Yes. I will refer back to my answer earlier this 
morning. I had some conversations with Kent Klineman, the 
details < don't really remember, and I remomber that one con- 


ference call that I referred to on the matter of a license 


back to National Radio. That's all. 


Q And was that conference cal) also with Kent Kline- 
man? 

A It involved Kent Klineman, Martin Bloch, Prank 
Boyer, and myself. And it would have been late January, but 
4 Can't give you more of a data: 


Q Did you exchange drafts of documents relating to the 
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sale of the Atomichron product line with anybody at Frequency 
or representing Frequency? 
A To the best of my memory, it was Kent pana! 
Q So the answer is that you did exchange drafts with 
Klineman. Is that correct? Draft agreements? 


A That's correct, yes. 


Q Was your primary contact with Frequency through 


Mr. Klineman? 


Q Did you have a number of telephone conversations 


with him during this period of time? | 
A I can answer you best that I had some. I couldn't | 
', hope to recall how many. 
Q And is it your testimony -- 
MR. GOLDMAN: Off the record. 
(Discussion off the record.) 
BY MR. CARR ‘ 
Q It is your testimony that you sent hii one or nore 
Grafts of the agreement. Is that correct? 
: ‘A That's correct, 


Q Did you receive any comments from Mr. Klineman 


Frequency at the closing make any request for change oz 
modification in that document which was rejected? 

A No. 
2 Q Mr. Drake, from the time that you first learned 
about the sale of the Atomichron product line to Frequency 
up to and including the closing date, did anyone from Fre- 
quency or anyone on their behalf state to you that they would 
not close the transaction if there was any guestion as to the | 


validity of the Zacharias patent? 


A I certainly con't remember anything like that. 


Q Did anyone at National Company state to you that 
the sale of the Atomichron product line would not go 
through if there was any question as to the validity of 
the Zacharias patent? 

A No. 

Q Did anyone at National Company or at Frequency say 
to you or to your knowledge anyone else at National Company 
that the sale of the Atomichron product line would not go 
through if there was any questicn as to the validity of the 
Zacharias patent? 


A No. 


2 “+ 


Q Or as to the validity of the Mainberger patent? 


A No. 


Q Or as to the validity of any one or more of the 


patents assigned pursuant to the vurchase and sale agreement? 


ES a: 


Seas See Se 


A No. To the best of my memory, that type of a matte 


never came up. 


Q Did anyone in substance state to you or to your 


knowledge anyone at National Company anything as to the im- 


portance of any one or more of the patents conveyed and as- 


ar ee eS ne ae 


signed as part of the Atomichron sales agreement to Frequency? 


| 


A Yes. The matter that came up was how National Radia 


would be licensed or what patents National Radio would 


receive a non-exclusive free license hack under. 


Q The only discussion was relative to National's 
rights under a license from Frequency to National. Is that 
correct? 

A That's correct. 

Q And did National get such a license back? 

Yes, 1 did. On one patent. 
And what patent was that, sir? 
It would show on the first page of the agreement. 


The first page of the agreement to which you 


refer, sir, and that is Horner Exhibit 1, talks about in the 


center of that page, quote: "FEI agrees that it shall and 
| 


it does hereby grant to NRCI the unqualified license and right 


SNe eae mane AAR SN ES NNT 


to use Patent No. 2,883,540(Grant), subject only to the limi- | 


eee mere oe 


te ta SC AL IE 


tation on manufacture and sale of Atomichrons as set forth, i 


such license to be non-exclusive, worldwide and without any 


bse: cae sa Ee 


obligation to FEI or any royalties or exvense.” 


Is that the patent to which you refer? 


pee cerns sae sen a 


A That's what I am talking about. 

MR. CARR: It is 1:25. I think I have surt vi got 
through this phase of it, and from now on, I think I am 
going to be post-closing, which will be after the closing. 

I think it would be an appropriate time to break, and then I 
can work uo something, and then I think I can finish within 
probably 30 or 40 minutes. 

THE WITNESS: i will tell you the truth. My time is 


getting close here, and I have got things to do and things I 


want to set done today. So as I have said to you before, I 


would just as soon we go through with as few breaks as 


possible. 


Now, if you want to break for lunch, that's fine. 
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agreement that relates to certain G.F.P, government-furnished 
property, Items 38, 57 and 78 on Exhibit 8, the Atomichron 
agreement. 

Q Thank you. Now, through the period of October 14, 
1969, which is Drake Exhibit 9, do you recall Mr. Berritt, 
Mr. Klineman or anybody on behalf of Frequency stating 
to you, or to your knowledge anybody at National, that they 
were concerned about the validity of any one or more of the 
patents constituting the patents assigned in the purchase and 
sale agreement of February 1969? 

A I don't recall any such communication, no. 

Q Did anybody at Frequency or Mr. Berritt or anyone 
at the law firm cf Pryor, Eraun, Cashman and Sherman, to that 
date, October 14, 1969, state to you -- or to your know- 
ledge, anyone at National Company -- that the validity of the 
Zacharias patent was of prime importance to the sale of the 
Atomichron product line? 

A No. 

Q Was there any discussion at all, through that date, 
of the validity of the patents which were assianed to Fre- 
quency as part of the Atomichron product line? 


A No. 
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Frequency Electronics, wrote to Howlett-Packard Companv 
concerning an alleged infringement? 

A I wasn't aware of that, no. 

Q Now, as part of the transaction, which I have 
referred to as the sale of the Atomichron product line, and 
in accordance with your testimony, and with reference to ee | 
ner Exhibit 3, National Company took back a security interest 
in certain patents. Is that Correct, sir? 

A That is my recollection, ves. 

Q And is it also correct, sir, that that security 
interest ran to the Zacharias patent, which is No. 2291209, 
and the Mainberger patent, which is 2,969,663? 

A That is correct. 

Q Now, sift --- 

MR, GOLDMAN: “Mr. Carr, again I simply want to preface 
this line of questioning by cbjecting to questions which 
attempt to construe any written agreement between Frequency 
and National in this case. 

MR. CARR: I am asking the witness this: 
search his memory to tell me whether or not at any time 


prior to, let's say, at any time, after the closing up to 


and including March 17, 1971, the date of the memorandum, 


fe 
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Lyon Exhibit 5, that he was advised as counsel and clerk of 


<, 


£% 
National Company, or’to his knowledge, anybedy at National 
3 


Company, that Kenway-Jenney had written and asserted an in- 


* 


fringement claim against Hewlett-Packard. 


THE WITNESS: To; the best of my memory, no. Absolutely 
H. 


BY MR. CARR: 
Q And attention again is called to Paragraph 8 
of the final purchase and sale agreement, sir, which paragraph 
refers to cause of action, and states in part that, quo ve 


’ 


"Any net proceeds after reasonable expenses, including without 


limitation reasonable attorneys' fees, shall be shared equally 
between Frequency and National." : 
A Yes. | 
Q And as I understand it, sir, the testimony is that | 
to your knowledge, neither you nor anyone at National knew 
anything about the alleged letter claiming infringement of 


the Zacharias and Mainberger patents. Is that correct, sir? 


A That's right. We didn’t know what they were 


Q Now, I direct your attention, sir, to April of 


1970, and were you with the company in April of 1970? 


A Correct. 


Q Mr. Drake, who was it your responsibility to report 
to during the period of time that you were the general aunt 
and clerk of National Radio Company? | 

A For a pericd of time when both Ray Horner and Frank 
Oddi was with the company, it was sort of a divided thing 
where in effect { would report to Frank Oddi or Ray Horner, 
and then when Frank Oddi resigned, I reported to Ray Horner, 
who became President shortly thereafter. 


Q Did you report on a regular basis at all to Mr. 


Lerner directly? 


A No. 


Q Did you nevertheless have occasion to meet with 
and discuss company problems with Mr. Lerner? 

A On occasion, yes. 

Q Would there be any factor that you can identify 
as determining when you would have direct discussions or 


reports to Mr. Lerner? 


A Usually, if not 100 percent of the time, it would 


be if I were with Ray Horner or Fred Sweeney, and it would 


be at or near the time of a Board of Directors' meeting. 


| 


Q Based on your knowledge of the affairs of National 
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Radio Comeany when you were an officer and general counsel 
to the Comoany, would you say that Mr. Lerner was actively 
involved and interested in the affairs of the Company? 

MR. CARR: Objection. 

MR. GOLDMAN: You can answer the question. 

THE WITNESS: I have to take nee question in two parts. 
Actively interested, yes. Actively involved, I don't think 
that would be a fair statement to say he was actively in- 
volved in the management of the company, no. 

BY MR. GOLDMAN: 

Q Was he actively involved in certain aspects 
the company's activities? 

A On occasion, yes. For example, primarily bank 
relations, and financially related matters. 

Q Now, Mr. Drake, we previously identified a prelimi-. 
nary memorandum which Mr. Pahl had vrepared, and I wonder, : 
Ed, do you have the -- 

MR. CARR: The memorandum? 


MR. GOLDMAN: -- the exhibit reference to that memoran- 


CARR: Sure do. dust a second. 


GOLDMAN: Actually, I may have it here. 


“4% 


MR. CARR: You are talking about Lyon Exhibit 2. 


er 


MR. GOLDMAN: Yes. 


BY MR. GOLDMAN: 


Q Now, that memorandum, Mr. Drake, apnears to have 
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accompanied a letter from Mr. Lyon to vou, which was dated, 
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I believe, November 20, 1968, and which we have also referred 
to previously. Am I correct that it was your testimony that 


you have no specific recollection of when you received the 
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letter and the memcrandum? 


= 


A That's right. It would seem that I would have re- 


ceived it shortly after November 20, 1968. 


\ 
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Q All right. And I believe it was also your testimony; 


a 


that you had no specific recollection of having done anything 


with the memorandum or having forwarded to anyhody or brought 


it to anyone else's attention at National. Is that correct? 


ee A No. What I said is, at least what 1 thought I said 
Pes | 


bed 


“was it is probable that I would have circulated it to perhaps 


an officer or officers, one or two people, but I couldn't 


remember who. 


Q Let me ask you this: Based on the fact that it 
was your hahit to report to Mr. Oddi and/or Mr. Horner 


during the periods of time that those men were involved in 
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the operation of the company, would it have been likely 
that you circulated it to either or hoth of those men? 

A Yes, it would be likely. 

Q Would it have also heen possible that you circu- 
lated it directly to Mr. Lerner? 

A I would say that is very imporbable. It was rare 
for me to circulate -- not circulate, to send, anything to 
Lou Lerner. 

Q Mr. Drake, have you zead any of the pleadings in 
the New York action? 

A No. 

Q Have you read any of the transcripts of the deposi- . 
tions taken in the New York action? 

A No. 

Q Have you bean offered any money *o testify here 
today by anybody, other than perhaps in connection with the 
usual witness and subpoena fees? 

A No. 

Q Now, you did testify, or at least I think Mr. Carr 
represented, and you adopted his testimony, that the affi- 
davit which had been identified as your Exhibit 10 today, 


and which has been filed in the New York proceeding, was 


A I didn't ask him a question in those terms, no. 
As I remember, comewhere in the course of our conversations, 
there may have been some reference back to the letter and the 
memorandum that we had received in late November, but other | 
than that, I don't remember, except for the fact that we had 


these conversations. 


Q Well, is it your testimony that as a result of this 
letter and your discussions with Mr. Lyon, there was some 


discussion, at least by this period cf approximately January 


10, 1969, of the proposed, or of the question of a possible 


MR. ROMERO: If he remembers. 


| 
patent infringement by Hewlett-Packard Corporation? | 
MR. GOLDMAN: Of course if he remembers. | 


THE WITNESS: I would place it later in time than the 


10th, significantly in January, and I don't recall any detaile 
discussion of any patent infringement by anybody in that time 
frame. 


BY MR. GOLDMAN: 


Q Well, the reascen why I asked is you said you may 


have discussed with Mr. Lyon the letter and memorandum of 


Novemker. 


A That's about it, Exactly. 

Q That letter and memorandum did discuss a nossible 
patent infring ement acticn against liewlett-Packard Corpora- 
tion. Isn't that cerrect? 

A That's right. And that would have been about the 
extent of the conversation. 

Q To the best of vour knowledge and recollection, 
there were no discussions of any kind between you and Mr. 
Lyon concerning the merits of any potential claim against 
Hewlett-Packard cornoration? 

A Definitely not. 

Q And by that time, you knew that Frequency was 
seeking to acquire the Atomichron oroduct line, but ycu were 


not made aware by anyone of any particular interest which 


Frequency had in a vossible action against Hewlett-Packard 


Corporation. Is that correct? 

A That's right. 

Q And Mr. Lyon also, based on conversations you had 
with him, evidenced ne awareness or knowledge of any concern 
of the proposed acquirer in the status of that situation. 


A I don't remember. 


152 | 


MR. ROMERO: I am sorry. I didn't hear the question. 


oo 


(The reporter read the dquestion.) 


MR. ROMERO: I would object to the form of the question. 


He has already answered as he understood it. You have my 


objection. . 
BY MR. GOLDMAN: 

Q What was your understanding as to the significance 
in the final purchase agreement of Paragraph 8, whereby Na- 
tional assianed to Frequency causes of action which included 
causes for patent infringement? 

A About the only thing was the -- apart from some 
possible auestion of this Hewlatt-Packard action, just the 
general assignment of the what you might term the intangible 


right, so that if there was anything outstanding that maype 


National Radio could have or should have brought fer an 
infringement action, that right was assigned to FEI. But as 


you will recall in there, that clause says in effect that FEI 


bought the risk and whatever the result of that type of liti- 
gation would be. And that was the vurvose of it. 

Q Well, I thing you started your answer by saying 
aside from the Hewlett-Packard situation. 


A Yes. 
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And then you talked about a general kind of acquisi- 
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That's exactly right. r 

Do : understand from the reference to aside from 
the Hewlett-Packard infringement claim, that you were aware 
at that time that a proposed or a possible patent infringe- 
ment action against Hewlett-Packard Corporation was of 
material significance to Frequency? 

A I was not aware of that, then or at any time leadi 
up to closing. 

Q And you had seen the Lyon letter, and the Pahl 
memorandum by that time. 

A It would seem so. 

Q Mr. Drake, do you have any documents in your posse 
sion which relate to the affairs of National Radio Company 
during the period of time you were counsel and an officer 
of the company? 

A No. 

Q You have nothing which would relate in particular 


to the Atomichron product line. 


A I have a copy of the final agreement, put that's 
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Who was the person who hired you? 

Frank Oddi. 

And he was at that time the President? 

That s\ right. 

And your duties as general counsel, I think vou 
testified involved working on government contracts, financial 
matters, drafting contracts, sales contracts anid general 
Corporate activities. 

A Yes. 


Q Did you have the ultimate responsibility as counsel 


MR. GOLDMAN: I cbyjyect to that question. I think it 


| 
for all the matters that you worked on? 
{ 
: 
calls for a conclusion of law, wnen you ask if he had the | 

! 


ultimate responsibility as counsel. 


MR. ROMERO: Well, let me rephrase the question. 
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BY MR. ROMERO: 


Q Were you required to consult with any other attorneys 
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as to matters which vou handled as general counsel? 


A It would denend on the matter. On many matters -- 


or I will qualify "many," I will say on some matters, yes. 


Q Now, who imvosed the requirement on you to consult 


with other counsel? 


A To the best of my memory, that office got all the 
National Radio natents. 


i 
168. 
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| 
Kenway and Jenney as to whether those patents were valid? 
Q You didn't specifically ask them that question? 


A TO my memory, no, 

Q As to whether they were valid. 
{ 

A To my memory, no. : 


MR. GOLDMAN: I don't understand what you imean when you 
say that office got all the NRC patents. 


THE WITNESS: They filed all the applications, got them. 


That's what I mean. 


MR. GOLDMAN: You mean prosecuted the vatent applica- 
tions. 


THE WITNESS: I guess that would be the term of art. 


| 
| 
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| 
BY MR. ROMERO: 

Q And 1€ is a fact, isn’t it, that at the time this | 
agreement between FEI and National Radio Comnany was pre- 
pared, you were not concerned about the validity of anv of 
the patents. 

A That is true. 

e) You had been specifically instructed by Mr. Lyon | 


not to warrant the validity of any patents. Isn't that true? 
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A As I recall, that is true, yes. I won't exactly 


quarrel, but certainly counselled not to warrant the validity, 
yes. ‘Yes. 
MR. ROMERO: May I have Lyon Exhibit 1? 
BY MR. ROMERO: 
Q Now, I show you the sheaf of papers which has been 
marked as Lyon Exhibit 1, and that is a certified copy of the | 
| | 
Patent Office's file in connection with the molecular bean | 
apparatus. | 
A Yes. | 
MR. CARR: Can that be called the file wrapper? Is that | i 
eerrect, Mr. Pahl? 
MR. PAHL: Yas, that is the file wrapper of patent 


number -- 


MR. CAPR: Why don't we identifv it in those terms? 


MR. PAHL: It is the file number of Patent No. 


2,912,219. 


| 
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MR. CARR: File wrapper. That is a term of art, as lI 

4 
understand it. 
| BY MR. ROMERO: 


Q Have you ever seen this document before, or a 
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copy of this document? 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


FREQUENCY ELECTRONICS, INC., 


Plaintiff, Civil Action No. 


VS. 12 Civ. 412 


NATIONAL RADIO COMPANY, INC. 
LOUIS LERNER, 


Defendants. 


ANSWERS AND OBJECTIONS 
OF DEFENDANT LERNER TO 
PLAINTIFF'S REQUEST FOR ADMISSIONS 


1. U.S. Patent No. 2,972,115 in the name of Gerald 
R. Zacharias, Joseph H. Holloway and Eugene F. Grant entitled 
"Molecular Beam Tube Apparatus" (hereinafter referred to as 


“the Zacharias patent"), issued on February 14, 1961. 


1. Admitted and alleges that a copy of U. S. 


Patent No. 2,972,115 is attached hereto as Exhibit xX. 


4. At the time of filing of the Zacharias application, 


Messrs. Zacharias, Holloway and Grant were agents and/or employees 


of defendant, National Radio Company, Inc. a/k/a National 


Company, Inc., a Massachusetts corporation (National Radio 


Company, Inc. a/k/a National Company, Inc. and its predecessors . 
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and successors are hereinafter referred to collectively as 
"National"), and the Zacharias application was assigned to 


National. 

4. Admitted. 

7. On October 3, 1956, National conducted a press 
conference at the Overseas Press Club, 35 East 39th Street, 


New York, New York with respect to a product identified as the 


Atomicron frequency standard. 


7. ‘Admitted. 


8. At the press conference conducted at the Overseas 
Press Club on October 3, 1956, National demonstrated the 


Atomicron frequency standard. 


8. Admitted. 


22. Specifically, more than one year prior to the 
filing date of the Zacharias application (i.e., prior to October 


29, 1956): 


(a) Atomicron Serial Nos. 1 and 2 were sold 


to the U.S. Air Force RAFD under Contract No. AF30 (635) 3854; 


22(a) Admitted. 


t 

4 

t 

: 

i 
a0 

[ 

t 

t 

£ 

i 

1 

L 

I 

: 

; 

i 


(b) Atomicron Serial Nos. 2 and 4 were sold to 


the Bureau of Ships under Contract No. NOBSR-72630(1718) ; 
22(b) Admitted. 


(c) Atomicron Serial No. 6 was sold to the Office 


of Naval Research under Contract No. NONR-1707(00) ; 
22(c) Admitted. 


(d) Atomicron Serial Nos. 8 and 9 were sold to the 


Signal Corps Supply Agency under Contract No. OA-36-039SC-64653. 


22(d) Admitted. 


35. The letter of Exhibit D-is representative of 
the letters sent out by National Company prior to the October 


3, 1956 press conference. 
35. Admitted. 


39. At the press conference on October 3, 1956,. 
literature describing the Atomicron frequency standard was 


distributed. 


39. Admitted. 


40. The document attached hereto as Exhibit F is 
a true and accurate copy of literature with respect to the. 
Atomicron frequency standard that was distributed at the press 


conference on October 3, 1956. 


40. Admitted. 


46. As a result of the October 3, 1956 press conference, 
articles describing the Atomicron frequency standard appeared 
in the New York Herald Tribune for October 4, 195.; the 
New York Times for October 4, 1956 and the Sunday New York Times 
for October 7, 1956. Accurate copies of these articles are 


attached hereto as Exhibits H, I and J. 


46, Admitted. 


47. On October 24, 1956, an article appeared in 
the Boston Traveler describing the Atomicron frequency standard. 


An accurate copy of this article is attached hereto as Exhibit kK. 


4]. Admitted. 
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51. The document attached hereto as Exhibit L 
is an accurate copy of an article entitled "Atomic Clocks" by 
Harold Lyons which appeared in Scientific American Volume 196 


No. 2 published in February, 1957 at pages 71-82. 


51. Admitted. 


52. In the last paragraph of a U.S. Patent Office 
action mailed Apré2 30, 1958 in connection with the Zacharias 
application, the Examiner in charge.of the Zacharias application 
stated to National's attorneys that it was his assumption from 
the oath filed in connection with the Zacharias application, 
that the device shown in the Scientific American article 
referred to in paragraph 51 above "was not sold or in commercial 
use at a date more than twelve months prior to the date of this 


application". 


52. Admitted; and further answering, alleges that 
the statement of the examiner is set forth at page 39 of 


the File History which is Exhibit A to the Request. 


53. On November 3, 1958, National, through its then 
patent counsel, filed in the United States Patent Office an 
amendment in response to the Patent Office action identified in 
paragraph 52 above stating: "With respect to the last paragraph of 
the Examiner's action, none of the constructions claimed herein 
were included in any device sold or in commercial use more than 


one year prior to the filing date of the application". 


53. Admitted; and further answering, states that 
the answer of National's patent counsel is set forth in page 


44 of the File History, Exhibit A to the Request. 


